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THE BUDGET OF THE REPUBLIC OF SERBIA FOR THE YEAR 2003 
 
The main characteristics of the Budget of the Republic of Serbia for 2003 in our 
opinion are the following: (1) realistically projected revenues and expenditures, 
(2) functional analysis, (3) transparency, and (4) a notable trend in the 
Government’s assumption of the functions of social policy. The last mentioned 
characteristic brings about an increase in the state’s expenditures, but at the 
same time frees companies from their social function and creates an 
environment for their efficient and competitive performance on the market. The 
share of total expenditure of the Republic’s Budget in the projected nominal GDP 
is 21.3%, which is far from small. However, it would be very hard for citizens to 
keep maintaining support for reforms without winning back their lost confidence 
in the state through repayment of outstanding obligations and regular financing of 
current ones. 
Experience so far showed that the transitional path from the socialist to the 
modern market concept of development looks like a twisting road across a hill. At 
each new turn there follows an ascent which must be overcome. It takes desire, 
as well as skill to reach the next turn with as little fatigue as possible. The 
strength of a nation is very important in these dramatic moments. It is hardest to 
reach the top of the hill, i.e. the first half of a transitional path. For those who 
grow weary, the question arises as to whether they will ever reach the foot of the 
hill on the other side, where the transitional path ends. According to relevant 
indicators, year 2003 will be the top of the hill for Serbia, i.e. the first half of the 
transitional path. Therefore the contents and characteristics of the Government’s 
economic and social policy for the coming year are of great importance, and can 
be seen in the projected volume and structure of the Budget. 
The following areas are to a large extent funded from the budget of the Republic 
of Serbia: (1) services directly used by citizens, which are run by the state – e.g. 
education, culture, one segment of health care, the judiciary, police and (2) social 
rights of citizens – e.g. of the poor and those incapable of working (social aid and 
child protection). On the other hand, a market oriented economic policy also 
involves (3) certain financial support for particular economic activities, such as 
agriculture and economic infrastructure. The Government of Serbia should be no 
less concerned with environmental protection, both through completion of 
appropriate legal regulations and (4) financial support for programs for dealing 
with the problems of existing, i.e. inherited pollution of the environment. 
According to the functional classification, the structure of expenditures of the 
Republic’s Budget for 2003 shows that transfers to organizations of compulsory 
social insurance constitute the largest share (25.7%) in the total projected 
expenditures. In view of the fact that in developed European countries, which 
have pay-as-you-go systems of compulsory social insurance, a possible deficit of 
these funds floats around 5% of the total budget expenditures, it becomes 
obvious that the relatively large volume of budget expenditures for the following 
year in Serbia is the result of a considerably higher deficit that is expected in the 
funds of social insurance. At the same time, it is important to stress that the 
problem of a deficit in the funds of social insurance is inherited from the past 
(before the changes of 2002). This heritage relates in part to the still existing 
practice of evasion of contributions for compulsory social insurance by employers 
in the formal and informal sectors, and in part to the debt toward the beneficiaries 
of old age pensions and disability insurance which was generated by the former 
regime. These expenditures are therefore predominantly of a transitional nature. 
The decrease in their volume in the forthcoming years largely depends on the 
dynamics and success of overall reforms, restructuring and privatization of 
existing inefficient socially-owned and state-owned enterprises, SME 
development, as well as reform of the system of social insurance, which should 
become more rational and efficient. 
The share of total expenditures for gross wages, compensations and allowances 
for employees which are funded by the Republic’s budget in 2003 will amount to 
about 17.0%, which is up by 1.6% compared to the previous year. This implies 
that the Government will have a relatively small margin for eventual correction in 
wages of budgetary users and will be forced to coordinate the policy of wages 
with reformist activities in these areas (education, health care, the judiciary). 
So-called subsidies to non-financial corporations account for 13.5% in the total 
expenditures of the Republic’s budget. These means will be used for subsidizing 
enterprises which are entering the process of privatization under the Serbian 
Government’s special program, and for subsidies to public enterprises 
(“Elektroprivreda Srbije”, ZTP “Beograd”, Kapetanija Beograd, etc.), agriculture 
and to enterprises which have workshops for the disabled. 
The share of total expenditures for social protection from the Budget will amount 
to 12.0%, out of which over three-quarters  will relate to social care of children, 
social protection, disability insurance of war veterans and aid for refugees, and 
nearly one-quarter of means is earmarked for the Government’s social programs 
which are being implemented within the Ministry of Labor and Employment. 
An important item in the Republic’s budget for 2003  (4.7% of total projected 
budget expenditures) refers to the funds for the payment of a portion of deposits 
on the basis of old foreign currency savings and of deposits of the Dafiment and 
Jugoskandik Banks depositors. The share of assets earmarked for the payment 
of interests on the basis of foreign credits is slightly lower, compared to last year, 
amounting to 3.3%, while the assets earmarked for the payment of the principal 
to foreign creditors amount to 0.2%. 
Other standard state expenditures are fairly balanced considering the projected 
pace of economic development. 
Everything previously advanced clearly indicates that the projected structure of 
the budgetary means for year 2003 is relatively difficult but inevitable at this 
stage of the transition. Therefore the Government should try to avoid occasional 
halts in the reform process by reaching consensus with social and political 
partners. Furthermore, the process of reforms should be directed toward 
increasing economic and overall social efficiency which will create a more 
favorable economic environment and provide a more proportional share of state 
expenditures in the domestic gross product. 
Macroeconomic Subject 
 
Milan Stevanovic 
 
 
YUGOSLAV SHIPPING 
1991 – 2001 
 
Fleet, Ports, Cargo, Solutions 
 
 
Introduction 
 
Yugoslav shipping was completely devastated during the last fifteen years, and 
compared to others branches of traffic, shipping did not get any attention after 
the changes in Serbia in 2000. 
Consequently, the absurdity of today is that the main question is not how to 
organize the recovery of shipping, but whether the country with nearly 3,500 km 
of waterways needs any form of shipping at all. 
In this study we will try to find the answer to the question what is the way to 
recovery of shipping, because, in our opinion, the latter is out of the question, 
and we wish to hope that everybody is aware that shipping entrepreneurship is 
one of the main industries. 
A significant part of the study will address the state of cargo and ports, as we are 
aware that cargo is a vital force of shipping. 
With regard to the catastrophic situation in this industry and the absence of 
precise and unified information, we tried to collect as much as possible relatively 
reliable data from several sources, and thus to draw attention to the situation and 
eventual consequences. Therefore the study is confined to the period up to last 
year, as last year’s figures are to a great extent processed.   
 
Basic Parameters Of Waterway Transport 
 
As far as waterway transport is concerned, both maritime and inland waterways, 
it should be borne in mind that in terms of extent of exploitation, it almost 
exponentially exceeds all other forms of transport. This is best visible in the 
following table: 
 
TABLE 
- truck 25 km 
- railway 85 km 
- ship 219 km 
- kilometers passed with 1l of fuel carrying 1 t of  
 
Besides the costs of exploitation, we should take note of infrastructure costs 
which, in the case of waterway transport, are minor compared to other forms of 
transportation, although they might be seen as enormous. Namely, the cost of 
construction of one kilometer of highway is equal to the cost of maintaining all 
waterways in Serbia for one year, together with installation of new signalization 
every year. Furthermore, with the cost of construction of one kilometer of railway 
it is possible to construct a ro–ro terminal in one of the river ports.  
We must also stress that the costs of purchasing one towing vehicle fully cover 
the costs of construction of one covered barge, type EUROPE II, with a payload 
of 1850 MT, while the costs of purchasing one locomotive fully cover the costs of 
construction of one modern tugboat with the power of 1,500 KS, capable of 
pushing 12,000 MT of cargo.  
Besides the aforementioned parameters, it should be also borne in mind that 
Serbia is one of the rare states in the world with such a dense network of 
waterways, i.e. waterways of categories I and II, in contrast to states which are 
considered to be more oriented toward canals and rivers, and which possess 
waterways of much lower categories. Furthermore, as we already mentioned, the 
network of 3,500 km of rivers and canals, coupled with a very rich geographic 
hinterland, are in themselves a very valuable potential. The total length of inland 
waterways in the EU was 29,500 km in 1998, of which 14,000 km are suited for 
ships with a payload of over 1,000 t. However, the official assessment of the EU 
Transport Commission is that the traffic of goods on our section of the Danube is 
expected to increase by 11% each year until 2007.  
All maritime academies in the world study national strategies of shipping 
development and the protection of national interests through various 
associations, representatives in international regulatory institutions, active 
participation at world congresses, etc. The FRY, i.e. Serbia, has not had its 
representative in the Danube Commission for three years, although this is the 
highest regulatory body where shipping in the Danube is concerned. The last 
representative sent by our country did not get the agrément from other members 
of the Commission due to his incompetence. 
 
Condition of the Fleet 
 
We had several doubts concerning the title above. Namely, we are not sure that 
what remains of Serbian ships can be called a fleet, especially compared with the 
data of ten years ago. One must be very careful with regard to the interpretation 
of statistics, especially of the data which present digits and total values. 
 
Description of a 
vessel  
 1991 2001 
Pushers No./KW 44/49977 44/52121 
Tug boats No./KW 94/21364 111/31352 
Self-propelled 
ships 
No./KW/MT DWT 
74/25626/70991 76/25812/71131 
Motor freighters  No./KW/MT DWT 68/23765/67775 68/23545/67062 
Motor tanks No./KW/MT DWT 5/1709/3019 7/2115/3872 
Self-propelled No./KW/MT DWT 1/152/197 1/152/197 
deck ships  
Cargo vessels No./MT DWT 517/533856 519/558460 
Push tows  No./MT DWT 230/309778 247/329773 
Push tow tankers No./MT DWT 48/73032 47/71746 
Barges No./MT DWT 117/75407 99/65674 
Barges - tankers No./MT DWT 45/41435 47/44949 
Ships for 
automobiles 
No./MT DWT 
7/6355 7/6421 
 
As can be seen in the table above, all categories registered a significant 
increase, and on the basis of these figures it could be easily assumed that inland 
waterways shipping is one of the most expansive branches of the Serbian 
economy. Then, how is it possible to explain the vast graveyards of ships and 
vessels (barges, tugs, etc.) in harbors for laying up rivercraft, at anchorage, in 
shipyards, rivercraft overhaul plants and even in Belgrade – on the right bank of 
the Sava River, near the Railway station, in the river branch between the Ratno 
ostrvo and the pedestrian path neat Hotel Jugoslavija, near Ada Huja? 
The explanation is very simple and reflects past times – i.e. the planned 
economy. 
The spirit of quantitative management which is still active does not take into 
account the actual state of affairs, and only considers numerical status as the 
only relevant indicator, i.e. there is a sovereign dominion of quantity over quality. 
With such an attitude which is, among other things, one of the main reasons for 
the current situation, it is easily possible to end up with the present absurdity in 
which, according to one kind of parameters, everything is great, while according 
to others, the situation is completely bleak; it is best to believe reality, which is: 
- the last river cargo vessel built in Yugoslavia is the barge 71758, which 
was constructed in 1991; 
- the average age of vessels in inland navigation under the Yugoslav flag is 
33 years; 
- the average age of ships that sail under the EU flag is six years; 
- the total number of vessels sailing under the Yugoslav flag is 941; out of 
this number, in mid-2002 only 400 vessels had a valid navigation license; 
- out of 400 vessels, only 80 – 100  are operational;   
- the last ship was constructed / registered in Yugoslavia in 1986; 
- the degree of fleet effectiveness is 41.2%; 
- ships and vessels have an average of 25,929 days of sailing, and 105,028 
days spent on standpoint, which is a 1:4 ratio; 
- the ratio of shipping to administrative staff is 2:1, i.e. 2638 shipping staff to 
1392 administrative staff; 
- according to the statistics, there are 8 passenger liners with the capacity 
of 511 passengers, but since 1987 no statistics almanac registered any 
passenger. 
Except for this data which in itself is very indicative, there are also some 
categories which are very hard, or even impossible to express numerically. 
No foreign auditing company has been engaged thus far to prepare a cross 
section of the situation in shipping in order to have at least comparative 
parameters. Until now it was enough to keep a ship in the records, and not to 
mention that it has been in port for five years, without maintenance and 
service, cannibalized, and left to the mercy of climatic changes. 
On the occasion of a recent commercial inspection of tonnage (of ships and 
barges) conducted by one local shipping company, inspections established 
that only one ship and two barges could be taken into consideration for 
eventual time lease. These three vessels account for as little as 5% of the 
total tonnage of that company alone. Does this mean that the remaining 95% 
have the value of  mere scrap iron for steel mills? 
Besides the actual state of the fleet, its technological aspect should be borne 
in mind, as well. Namely, if the average age of the fleet is estimated at 33 
years, how many vessels can boast full compliance with the latest regulations 
which are in force today? The answer is very simple in this case, as well – 
namely, very few. Under the up-to-recently effective regulations, these 
vessels might have hoped for a future in inland navigation, but the pressure of 
international companies for regulations that are valid on their routs (e.g. the 
Rhine Regulations) to be enforced in our waterways is great, if for no other 
reason than for the following fact: for ten years the EU has been 
implementing the policy of renovation of the river fleets of their own Members 
for primarily strategic reasons, both through a protection policy of normatives, 
and through intensive direct financing of shipping according to the following 
table of subsidies / special contributions by the EU which are based on the 
program of “Old for New”, in force until March 13, 2003. 
 
 Dry cargo Liquid cargo pushers 
Self-propelled 
barges 
120 E/tonne  0,30:1  
  
216 E/tonne  0,45:1    0,125:1    
Tugboat barges 60 E/tonne    0,30:1   108 E/tonne  0,45:1 0,125:1    
Lighters E/tonne    0,30:1      39 E/tonne    0,45:1  0,125:1   
Pushers   180E/kilowatt* 
240E/kilowatt* 
 
Such policy led to the hyper productivity of tonnage in the last ten years, in 
particular, self-propelled tonnage, which is thus subsidized and protected by 
very restrictive laws and regulations, including those on environmental 
protection, with readiness to extend this policy to markets outside the EU. 
This concerns about 14,542 self-propelled vessels and tubgoats, as well as 
4,000 barges. 
In the meantime, the policy of local companies was a policy of numerical 
status and of paying minimal wages. It culminated in the absurdity stated by 
Dobrica Stefanovic, former general manager of the Shipping Company 
“Pozarevac” and for a long time an official in charge of shipping with the 
Chambers of Commerce of Serbia and Yugoslavia, who suggested that 
eventual inflow of means from donations and development programs should 
be invested in the development of shipbuilding and not of shipping! This is 
really a unique case of official policy being directed toward the subsidiary and 
dependent branch of industry, while ignoring the main branch from which it 
derives. 
Vessels capable of performing multi-modal and integral transportation can be 
counted on the fingers of one hand; only one company in Yugoslavia 
possesses ISO containers for transport of dangerous cargos, while there are 
almost no specialized vessels. The existing ro-ro barges, which were once 
built under the program for export of Zastava vehicles to Western Europe and 
import of Lada from Ukraine, and which have almost undamaged capacities, 
considering the minimal degree of exploitation, today serve as a playground 
for stray dogs near Hotel Jugoslavija. 
The fleet of vessels of small tonnage, which was extensively exploited in 
inland transport is completely ruined, while this kind of rivercraft has reached 
its maximum expansion in the EU today. One commercial brochure shows the 
scene of inland transport of watermelons to city markets in Amsterdam. Many 
citizens of Belgrade still remember old barges under the Pancevacki Bridge 
reloading watermelons onto trucks to be carried to Belgrade markets. 
Especially worrisome is the information that a very small number of ships of 
the Yugoslav fleet possess ANDR certificates, separators for fuel of liquid 
waste and fecal discharge, last generation electronic navigation equipment as 
required by the latest regulations, and modern radio-communications devices.  
Such vessels today would not be allowed to sail upstream from the Yugoslav 
border, and they will certainly be justly forbidden to sail in domestic 
waterways. Owing to extraordinary efforts of a group of enthusiasts, a few 
months ago the first training for work according to the latest normatives / 
ADNR standards was organized, which was the first training of this kind held 
in Belgrade in recent years. 
Because of miserable wages, poor working conditions and social status, a 
significant part of shipping staff went to work with foreign companies, thus 
transferring precious knowledge and experience to the international labor 
market. Probably the most important resource of the fleet was lost in this way, 
if not for good, than certainly for a long time. 
 
Ports 
 
Yugoslav ports did not share the faith of the fleet, i.e. the same causes 
brought about different consequences. 
 
 1991 2001 
Total turnover in 
waterways transport, in 
MT 
4605649 2808213 
Commodity turnover 
achieved through other 
forms of transport in 
ports in MT 
8581679 8344606 
 
With regard to the table above which presents the total turnover of goods 
through ports in 1991 and 2001, we come to the conclusion that ports 
stopped performing their primary activity as transshipment facilities in 
waterways transport, and turned into large distribution centers for goods in 
land and railway transportation or into big warehouses rented to the highest 
bidders. 
How otherwise is it possible to explain that harbors, i.e. ports, experienced 
such a sharp drop in the transshipment of goods in waterways transport, 
while at the same time succeeding to maintain turnover of goods as in 1991, 
when our ports used to have wider geo-strategic significance. 
In the following table we will present the difference in the quantities of “ship” 
cargos in 1991 and 2001, without intention to address the basic reasons for 
such a dramatic drop (overall economic situation, environment, disregard for 
new processes, etc.). 
 
 1991 exports 2001 exports 1991 imports 2001 exports 
Prahovo 331092 34217 777620 176198 
Smederevo 36245 90984 949261 870455 
Belgrade 202581 19498 261015 116841 
Novi Sad 356536 42143 78921 331234 
Others on the 
Danube 787534 97580 540450 268243 
Outside the 
Danube 128988 8208 155406 57937 
 
Despite the aforementioned figures, ports succeeded in maintaining the same or 
slightly decreased number of workers, relative to the previous period owing to a 
different volume of activities in terms of quality, while at the same time falling out 
of the international race for attracting cargo and quality goods. The price paid for 
such a way of doing business is reflected in completely obsolete installations and 
overburdened capacities, the absence of multi-modal and integral systems of 
transportation and ports that do not conform to standards. A huge amount of 
cargo and goods has been redirected to other forms of transportation and to 
other transshipment points; these processes are already stable and deep-rooted, 
and it will take a long time and serious efforts to attract them once again. 
The fact that many ports even today do not have indoor storage capacities 
speaks for itself, constituting a disadvantage where sensitive / medium-
dimension goods of high value are concerned. The state of silos prompted the 
majority of buyers to opt for direct manipulation (truck - ship, train – ship) in order 
to avoid manipulation through silos. 
As far as narrow specialization of ports is concerned, we will list just several 
types of cargo that cannot be transshipped in Yugoslavia today, and we will leave 
it up to readers to judge their value and potential freight charges: 
• ro-ro terminal 
• ISO container terminal  
• Terminal for transshipment of dangerous dry cargos ADNR 
• Terminal (silo) for transshipment of bulk cement 
• Terminal for dangerous liquid cargo ADNR 
• Terminal for food products 
• Terminal for liquid food products 
• Terminal for transshipment of bulk sugar 
 
We listed just a few examples that affect not only ports, but also a large share of 
geographic hinterland and the economy in the hinterland. In some cases it is 
even critical for the survival of the economy. 
With regard to geographic hinterland, the best example is the Prahovo port, 
which was originally designed as a service port for RTB Bor and IHP Prahovo. In 
spite of the original idea and these two former giants of the Serbian economy 
which used to produce about 1.5 million tons of cargo, the port itself has the 
following advantages: 
• It is the closest port to the Black Sea and therefore has the lowest freight 
charges; 
• It is connected by quality railway and land routes with Central and Eastern 
Serbia, Southern Serbia and Kosovo and Macedonia. 
• Natural basin  
• Its own shipping. 
 
It can be safely concluded that the Danube and non-Danube ports cover the 
entire territory of our country, which thus has direct and very favorable access to 
the world market through waterways transport. This especially refers to the small 
Danube and non-Danube ports that have the status of local ports. 
One of the facts that is almost instantly apparent regarding ports is the absence 
of accompanying services which may be, and in some cases must be offered to a 
carrier. For example, the Belgrade Port does not have the garbage collecting 
service for passenger liners, although the passenger terminal is in full expansion 
with the projection of increased frequency of arrival of passenger liners in the 
forthcoming years. The following services are some of those which are not 
provided in the Belgrade port: 
• Provision of fuel to ships during sailing 
• Liquid waste collection from ships 
• Collection of waste oil and fuel from ships; 
• Provision of food to ships 
• Provision of other necessities to ships 
• Water firefighting service 
• Ecological barriers on water. 
 
These are just a few of the additional services which are not offered in our ports 
that are considered as insurmountable obstacles for attracting more quality 
cargo, and consequently for revenue growth. 
 
Conditions of Cargo 
 
As already mentioned at the beginning, weight is a vital factor of shipping, both of 
maritime and inland waterways. Cargo is the main cause of the existence of 
shipping, the main condition for its existence and in some cases, unfortunately, 
the main reason for its disappearance from the market. 
 
 1991 2001 
Total turnover of cargo in 
waterways transport  4605649 2808213 
 
A common mantra concerning the cause of the drop in production and the 
decline of the Yugoslav economy in the last ten years has the best justification 
for its own existence in shipping. Waterway transport directly depends on 
economic flows, and both positive and negative trends have decisive 
consequences for shipping, the same as for other forms of transportation. 
Except for these well known causes, there are a number of causes which are 
narrow professional ones, but we will not address them as a part of analysis, but 
as a part of the solution in the last chapter.  
The structure and movement of cargo should be monitored both at the strategic 
and tactical levels because the neglect of any of these two elements can result in 
the loss of one of the two supports. 
In this respect, it should be borne in mind that, in terms of quantity expressed in 
millions of tons, inland waterways transport in the EU accounted for 12% of the 
total amount of transported cargo; but this ratio, expressed financially, is much 
smaller, i.e. 0.8%. Such a difference in parameters is the result of the difference 
in the degree of utilization of waterways transport (given that the coefficient in 
land transportation is 1.882, in inland waterways transportation it is 0.216) and 
the different structures of goods (goods of large-dimension and small value). 
We were not able to find corresponding data about the Yugoslav market, but we 
are sure the picture would be similar or even worse, since there are no 
parameters for this year, which will certainly be referred to as “historical”, 
because in the total quantity of cargo transported during 2001, fuel stands out 
with the share of 49%. We should remember that in the meantime, a large 
portion of fuel, i.e. oil, passed to other routes, primarily to the Adria oil pipeline.   
The table of transits per country of loading and unloading is perhaps the closest 
to a kind of strategic picture of the transport of goods in the region, because, 
through the category of transit goods, it gives a clear picture of inland waterways 
transportation. This picture clearly indicates that the situation with the Novi Sad 
bridges and slow resolution of this problem affected a change in cargo routs, but 
at the same time opened some new ones. 
 
From/to total Austria Bulgari
a 
Slovaki
a 
Hungar
y 
Romani
a 
Germa
ny  
Ukrain
e 
Other
s 
Total 687353
3 
244415
233081
1 
796801 
23910
5
42629
28521
8
3550
133486
0
257005
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224266 
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8 
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9 8
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-
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8
-
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-
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32623 
-
 
Germa
ny 179715 
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5
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Ukraine 
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489424 
-
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7
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-
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28761 
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- 
13797 -
Transit by countries of loading/unloading 1991/2001 
 
Thus, some national shippings, such as Slovakian, disappeared almost 
completely, while Bulgarian shipping, owing to timely entry into the ro-ro and 
multi-modal transportation, actually increased its turnover. The drop in quantity 
led to an increase in quality, because the volume of large-dimension cargo of low 
value per unit decreased (ores, wheat, stone, etc.) and the transport of small-
dimension cargo of high value per unit (containers, finished goods, cars) rose. 
The transport of coal almost vanished from the delta of the Danube, but the 
transport of cars increased, and thus the entire output of the German car industry 
for export to the Near East and the Black Sea Basin is transported across the 
Danube. After all, it is harder to steal a BMW from a ship than from a truck, and 
consequently transport insurance premiums are lower, which brings about lower 
freight costs. 
These qualitative changes affected the state of the fleet in the region. As we 
already mentioned, some state and even national companies entirely 
disappeared, some adjusted very well to new market conditions, some new 
private companies emerged and successfully restored a part of the fleet for new 
high shipping requirements. 
The situation in Serbia is completely different. During the 1990s, high quality 
goods were markedly present with accompanying inland distribution, while at the 
beginning of this century we have only the import of raw materials, and inland 
distribution of sand and gravel, which are the products of the lowest possible unit 
value relative to freight space they occupy, and consequently the generated 
income is modest. This reverse trend is shown in the tables of exports and 
imports and of the turnover of goods by major ports. 
 
Imports / exports by type 
of goods, 1991 / 2001, in 
Mt 
Exports 1991 / 2001 Imports 1991 / 2001 
TOTAL 1842976/338237 2762673/2469976
Wheat 468385/14723 15888/109843
Seeds, nuts, oils and fats 27108/- 7649/6509
Fertilizers 187162/14633 36929/110208
Petroleum and petroleum 
products 124533/3600 516306/559058
Chemical products 40592/5752 52467/73811
Metals 429422/149551 915880/148455
Metal products 209815/10200 138708/72071
Iron ore 21253/10745 354935/481885
Ores and concentrates of 
non-ferrous metals 166478/38739 69687/90632
Raw non-metal minerals 46811/23463 290118/142242
Machines and transport 
equipment 4990/152 36377/609
General cargo 1870/- 821/-
Miscellaneous goods 58383/17294 38889/39084
 
These tables include only selected categories of cargo which we considered the 
most relevant and which need not correspond to the situation in the economy for 
different reasons, varying from new economic subjects to wide categories in the 
systematization of cargo. 
We have already mentioned that crude oil used to constitute the largest portion of 
goods distributed through waterways transport until recently, but now it is 
redirected toward the oil pipeline. We must not forget that, regardless of future 
legislative and strategic solutions, there is a large amount of petroleum products 
and semi-finished products which are distributed all around the world to the 
interior either through pipelines or through waterways transport, and 
consequently, such a trend should be established in Yugoslavia also in some of 
waterways. This is best seen in the table of achieved and estimated 
consumption. 
 
Group of products 1990 % 2000 % 2010 % 
Petrol 1027000 18.23 803000 27.22 1500000 25
Middle distillates 1968000 34.93 1041000 35.30 2100000 35
Heating oil 1589000 28.20 634000 21.50 1200000 20
Motor oil 84000 1.49 40000 1.35 60000 1
Industrial oils 44000 0.78 20000 0.68 60000 1
Road bitumen  102000 1.81 30000 1.02 120000 2
Industrial bitumen  56000 1.00 15000 0.51 60000 1
Petrochemical raw 
materials 626000 11.11 398000 13.49 600000 10
Small tonnage 
products 56000 1 28000 0.90 120000 2
Others (LNG) 126000 2.24 37000 1.25 180000 3
TOTAL 5634000 100 2950000 100 6000000 1000
 
We concentrated on finished goods on purpose, assuming that all of them are 
intended for local consumption, and again we arrived at data that interior 
distribution of these quantities at today’s level requires cca. 175,000 of truck 
tankers, i.e. cca. 90,000 railway tankers, which is equal to 3,500 barges. Of 
course, my intention is not to exclude all other forms of transport as each of them 
has its advantages, but it is certain that only by connecting the already existing 
processing, consumption, regional and sub-regional terminals and warehouses, 
we could create enough room for successful engagement of a large number of 
vessels and ships. All subsequently deduced data are not necessary. 
In the overview of data on inland transportation, pages and pages are filled with 
names of ships which had the following stated under the item “cargo 
description”– construction material, i.e. gravel. Gravel and sand constitute 90% of 
total turnover in some ports, while in the total turnover of goods in interior 
distribution, they account for 23.6%. The main reasons for such a situation are 
exploitation in the water, transshipment spots near the cost and utilization of 
already existing objects. 
 
Solutions 
 
In our opinion, solutions should be looked for in causes and eventual 
improvements, and therefore, we will try to list and explain each of them. First we 
will list the reasons related to politics which conceal a large part of the solution. 
National strategy is certainly a foundation stone of every industry, including this 
one. The absence of that strategy created a situation in which it is really easy to 
conclude that the interest of Serbia and Yugoslavia is not to have shipping 
companies and to make use of waterways for the economy. A strategy thus 
established easily results in appropriate administrative solutions which should act 
as protective and not as restrictive or commanding measures of the past and the 
present. Maybe Serbia does not need shipping, and maybe its national interest is 
to transform all waterways into tourist resorts, or perhaps its national interest lies 
in intensive promotion of production and export of drinking water. Anyhow, a 
clear strategy needs to be known.  
The strategy of the Serbian Government is quite simple and according to the 
once-established national strategy, does not differ from the one already applied 
regarding other forms of transport – the promotion of the existing and possible 
animation of eventual partners, investors, creditors and financial centers, tax 
relieves, active participation in international institutions and bodies, modern and 
smart legal regulation with respect to modern standards, establishment of 
appropriate bodies and institutions. Of course, everything is possible only 
through an intensive and two-way communication between all actors in 
waterways transport, which is not possible today, although we see no efforts 
being made toward finding solutions. Because of the absence of communication, 
it is quite possible that a ton of ship fuel in our country has the highest price for 
such cargo in Europe, as its price structure includes compensation for 
maintenance of roads (land), just as it is possible that we do not have our 
representative in the Danube Commission for two years already because our 
country initially sent an incompetent person and then forgot all about it, although 
this Commission, through its bodies, regulates the circulation of goods and ships, 
while at this year’s meeting of investors in Bucharest alone, programs in the 
value of US$ 690 million were realized. Fiscal policy as a direct stimulating 
measure should certainly remain unchanged because it is natural for a carrier to 
invest his own assets in the transportation of somebody else’s goods. 
The role of offices and institutions at the stage of transformation of shipping is 
decisive because it is a link between administrative authorities and concrete 
conditions on the market. Instead of intertwined and doubled competences, 
bureaucratic one-way streets and blind alleys, efforts should be made toward 
finding a way to distinguish clearly competences of republic and federal 
institutions; all budget-funded public institutions or those which have existed as 
para-state institutions thus far, and which operate in commercial activities 
(Institution for Maintenance of Waterways, Yugoslav Ship Registry) should be 
transformed into enterprises and strengthened in order to be able to participate 
on the market as independent entities. Other institutions, such as the Port 
Administration Office, should be encouraged to operate within their purview, 
applying regulations and, together with other relevant actors, taking an active 
part in the creation of regulations.   
The Association of Carriers is an institution which existed concurrently with 
maritime transport, i.e. until the early 1990s. Briefly, the main task of the 
Association was to protect the interests of domestic carriers, to suggest 
administrative solutions, search for ways to connect cargo and carriers, and to 
monitor and suggest trends in standards. One fine protective, but not 
protectionist measure was that the Association was issuing a certificate for each 
load of goods purchased for export or import in Yugoslavia, confirming that at 
that moment and at that particular location there were no Yugoslav ships 
available or capable of transporting cargo to the desired destination under 
commercially accepted and competitive terms. It sounds a little like 
protectionism? The goods which are transported between EU ports must be 
transported only and exclusively by ships under the EU flag, and with regard to 
other destination from or to the EU, only following the certificate issued by the 
Association of a Member State that there is no EU ship available at that position. 
Serbian carriers probably do not need such an institution for being prioritized in 
this way where domestic cargo is concerned, and therefore they do not need an 
association. 
The difference in parities is the alfa and omega of both the decline and success 
of national transportation companies. In the former planned economy, the 
principle of “Buy FOB and sell CIF” was exercised, but this sank into oblivion 
during the 1990s, or was ignored under the pretext that in this way transport 
costs are also included in the letters of credit. It is perfectly true, providing that 
we bear in mind absurd profits generated in this way, out of Serbia of course, and 
which range between US$ 120-150 million at an annual level.  More precisely, 
these are the assets which local shipping companies had no opportunity of 
realizing. 
The policy of ports of turning them increasingly into warehouses for rent, and 
not stimulating them to operate in their main line of business – i.e. transshipment, 
resulted in very unfavorable and uncompetitive reshipment offers which drove 
even friendly cargos away, thus prompting them to opt for another form of 
transport. This significantly affected the position of shipping, because, again, 
cargo is the factor which directly dictates either development or failure of 
shipping. This especially refers to cargo in interior transportation. 
Waterways are cut at two vital points: on the Danube near Novi Sad, owing to 
which the course of cargo on the Danube was successfully changed over the last 
three and a half years, and goods are now traveling to Hungary downstream and 
to Romania upstream; and the Sava River, with its still unclear status with regard 
to its administrative section; but this river is also completely unregulated in terms 
of navigation, and is consequently much harder for shipping. It is not worthwhile 
mentioning that due to the absence of any water locks, the Sava is recorded in 
the list of rivers as a river with the least stable water level. Not to mention 
geographic and commercial hinterland of the Sava and its ports, such as the 
Brcko port in the Brcko district, which was completely renovated and ready for 
transshipment with over million tons of incoming and outgoing goods waiting for 
carriers. Waterways which are operational are signposted insufficiently and in an 
old-fashioned manner, and are thus limited as far as modern navigation is 
concerned. 
Commercial aspects are always changing but not unpredictable. Even the 
simplest copying of commercial techniques and orientations on the market is a 
far better solution than ignoring of all market flows, technical and technological 
novelties and trends. Extrema ratio, it might be better to scrap the ships and to 
change the line of business of enterprises than to maintain their number using 
them as an instrument of insane dumping? The commercial policy of numerical 
status is a part of a historical heritage, but not of the future, because we must be 
aware that shipping is a masterpiece of the art of trade and, as such, it is a fairly 
complicated system that should be managed through all four dimensions 
simultaneously. 
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THE PROPOSED CONSTITUTION OF THE EUROPEAN UNION 
 
During the fifty-year-long history of European integration which was shaped 
through the three European communities (European Community for Coal and 
Steel, European Economic Community and Euroatom), and was subsequently 
supplemented by common policies of members states (Common Foreign and 
Defense Policy and the Policy in Criminal and Police Matters), and is known 
today under the name of the European Union, there have been numerous talks 
about the need to put such a structure into a framework which would have the 
form of constitutions that exist in modern democratic states. The idea of a 
Constitution for Europe is as old as the idea of integration, but the first 
confirmation of a constitutional structure of founding enactments of the 
Communities came from the Court of Justice of European Communities, a chief 
judicial institution in charge of the interpretation of Community law; in its ruling in 
the case of Van Gend and Loos (1963, C 26/62) the Court declared that the 
founding enactments of the Communities “…although international agreements, 
actually present a constitutional charter of the Community based on the rule of 
law”.  In fact, the constitutional characteristics of the founding treaties of the three 
Communities resulted from their permanent change, which derived from the 
negotiations of Member States and their final commitment through the process of 
ratification. 
Nowadays, however, for the first time we encounter the proposal to organize  
these treaties into a constitution, which is the result of the work of institutions that 
are officially founded by the Union itself. This relates to the Draft Treaty 
Establishing a Constitution for Europe, which was presented on October 28, 
2002, to the public by Giscard d’Estaing, former French President and current 
Head of the Convention of the Future of Europe, an advisory organ that seeks to 
find the answer to the question of institutional reform, as well as to ways of 
further integrating old and future Member States of the European Union. This 
Draft Constitution is actually a recommendation of what the constitutional 
structure of the Union should contain in order not only to maintain, but also to 
increase the pace of its development; it consists of three parts: the first part 
concerns the constitutional structure itself, the second part contains the 
definitions of what are the policies of the Union and how they are being 
implemented, and the third part is composed of general and final provisions. 
Thus, the Union is in fact trying to find the answer to two key questions, which 
provides the basis for the entire future Constitution: what is the EU essentially 
about, being the fundamental question, and, consequently, what are its 
prerogatives and what institutions pursue these prerogatives. We will try to show 
how the Draft Treaty Establishing a Constitution for Europe stipulates the 
directions for the search for answers to these questions. 
What is Europe? – The Constitutional Structure of Future Integration. The answer 
to this first, and we would say essential question that defines what European 
integration is, was sought in the definition of the concept, values, goals and legal 
characteristic of integration. At the very beginning, however, the authors of the 
Draft faced difficulties – what is the essence: the European Community, the 
European Union, the United States of Europe or United Europe? Namely, the 
Draft Treaty Establishing a Constitution for Europe does not precisely define 
what will be the future name of the integration. However, this does not concern 
only the issue of the name, since each of the mentioned names implies different 
meanings: the meaning of a common market without stronger political integration 
(as implied by the name of the European Community), the union of peoples and 
states of Europe (which is the European Union), maintains some elements of 
national sovereignty, but with strong central power (The United States of 
Europe), or the federation of European peoples and states with its own identity 
and characteristics, both external and internal (United Europe). The member 
countries of the European Union, as well as the states which desire to become 
members are yet to face this question, since it is not one that can be answered 
by a group of experts, but only by the member states themselves. The Union of 
European States, which is in fact the degree of European integration achieved 
thus far, is based on “close co-ordination of their policies at the European level, 
and administration of certain common competences on a federal basis.”  (art.1, 
par.2 of Draft Constitution). This actually implies sovereignty of Member States of 
the Union that is not violated in any way, but in order for this construct to work, 
some sovereign powers must be transferred to the Union. Thus, Member States, 
in the areas in which they maintained their prerogatives, and coordinate them 
mutually at the European level; while, when prerogatives are transferred to the 
Union, the prescribed mechanism of their pursuance is administration of these 
joint prerogatives. However, we must add that this is not just any administration, 
but administration at the federal level, which means that the institutions of the EU 
are in charge of the implementation of these policies  - this is the so-called 
European administration, which makes the Union so much different from other 
international government organizations and states, because policy is created and 
implemented by Members States, as well as by the Union’s institutions, with the 
participation of persons who do not represent Member States, but who protect 
the interests of the Union. The Draft Constitution acknowledges diversity of the 
Union, but does not set out precisely whether this concerns the recognition of 
diversity between integration (presented by the Communities) and inter-
governmental cooperation (presented by two policies of cooperation, the second 
and third pillars of the Union), or, again, whether this is diversity in the area of 
prerogatives between the Union and Member States, or diversity of cultures and 
identities of states which create the Union of European States. In the first article 
of the Draft Constitution, special emphasis is put on conditions for membership in 
the EU by defining the concept of an EU member: members are European states 
which share common values and which commit to further them jointly. 
In contrast to the Founding Treaties, the Draft defines for the first time what are 
“the values of the Union”; this concept includes human dignity, fundamental 
human rights and freedoms, democracy, the rule of law, tolerance, the respect of 
obligations (which the members undertake mutually or towards the Union, but 
also in relations with third states and international organizations), and the respect 
of international law (art.2 of the Draft Constitution). The importance of these 
values is confirmed by giving them first place among the goals set before the 
Union, which are, except for this change, the same as in the EU Treaty, 
according to the Nice amendments (2000). Thus, the main goals of the Union, 
bedsides the protection of basic values, are the protection of interests and 
independence of the Union, promotion of economic and social cohesion, 
strengthening of a single market and of monetary and economic union, 
development of high level of employment and social protection, encouragement 
of technological and scientific progress. Among these goals are also the so-
called new achievements of integration such as realization of a high level of 
environment protection, completion of an area of freedom, security and justice 
and the development of a joint foreign and security polices, and joint defense 
policy in order to protect and to further the values of the Union in the world. 
These goals are being implemented through appropriate means, while their 
selection depends on whether prerogatives are fully or partially transferred to the 
Union, or whether they are (as in the last three cases) still mostly the 
prerogatives of Member States. 
Besides defining the values and goals of the Union, a very important element in 
the answer to the question what is the Union essentially about is the 
establishment of the EU as a legal entity. The significance of this article is great 
as the capacity of a legal entity as defined in national legislations of Member 
States or non-members of the Union, is for the first time given to the European 
Union and not to the three Communities. This means that the Union gets the right 
to conclude international agreements in internal law, to obtain and possess its 
own property, the capacity of a litigation party in civil procedures, etc. However, 
this article (art.4) is not precise in terms of the characteristic of the Union as a 
legal entity in international law – such a characteristic is not precisely stipulated, 
but at the same time, it is very hard to insist that subjectivity in international law 
may be even implied. A huge subject for debate both at the very beginning and 
during the preparation of the Draft Constitution was the Charter of the Basic 
Rights of the Union – whether it should retain the form of a declaration, a solemn 
statement of commitment to the rights which are stipulated in it, or whether it 
should be constituted as a legal basis for protection by incorporating it into the 
Founding documents of the Union. The Draft Treaty Establishing a Constitution 
for Europe combines the issue of basic rights with citizenship in the Union; 
according to this solution, every national of a Member State is at the same time a 
national of the Union. The possession of two citizenships, national and 
European, implies different obligations which could be optionally used by 
individuals. 
European citizenship implies a group of rights such as the freedom of movement, 
settlement, active and passive right of vote at local elections and elections for the 
European Parliament, diplomatic protection in third countries, the right of petition 
in the mother tongue which may be addressed to EU institutions. European 
citizenship is based on the clause on non-discrimination among states, on the 
basis of belonging to a certain nation. Besides these rights, the Draft Constitution 
gives some suggestions on how to incorporate the Charter on Basic Rights into 
the text of the Constitution - as in the case of the name of integration; the last 
word on this issue should rest with the Member States. The wider rights of 
citizens of the Union might be also pursued by simple reference to the Charter 
(which remains a solemn declaration of common values in this area) or by 
incorporating basic principles of the Charter into the text of the Constitution, while 
the articles of the Charter could be enclosed in the Annex (in this case the 
Charter would have only a partial legislative value); the Charter could also 
become an integral part of the Constitution, as is the case of all Member States 
(and then its provisions will have constitutional weight). What kind of Europe? – 
Prerogatives and Activities of the Union and its Institutional Structure, the 
Convention of the Future of Europe in its Draft Constitution attempted to 
systematize all different groups of prerogatives which exist in the implementation 
of the activities of the Union. It insisted especially on the establishment of the 
principles of the Union’s activities  which are realized in accordance with the 
provisions of the Treaty, and in accordance with prerogatives assigned by the 
Treaty and with well-known community principles of subsidiarity and 
proportionality.  
It is especially interesting that the Draft stipulates that the Union has only those 
prerogatives which are explicitly established by the Constitution, but additionally, 
that these prerogatives are defined also by the goals of the Union – namely, this 
concerns the establishment of implied prerogatives of the Union’s institutions, 
which are defined in the text of the Constitutions, but may be extended to the 
limits of their usefulness for attaining the Union’s goals. In the case of exclusive 
prerogatives of the Union, the role of Member States is confined to the adoption 
of legal enactments which are the basis for exclusive powers of European 
institutions. On the other hand, these prerogatives, which are not explicitly 
transferred to the Union, still rest with the Member States. Also, it should be kept 
in mind that there are some areas (such as conclusion of international 
agreements and the admission of new members) of shared prerogatives of the 
EU and Member States. These prerogatives are further established either as 
competitive (The Union’s institutions have certain powers, but Member States 
can also operate these powers if the Union is not capable of it) or complementary 
(powers assigned to the EU in order to supplement or support the activities which 
are undertaken by Member States, in order to attain common goals). 
Four main principles are established in close relation with shared powers: well-
known principles of subsidiarity (tasks are realized by the authority which has 
better opportunity to realize them) and proportionality (each action is assessed 
with regard to the accomplishment of the goals of integration) and the principles 
of closer cooperation (for Member States which can speed up the pace of their 
own integration in certain areas); not-so-well-known principles of serious 
cooperation (abandonment of any activities which could violate the process of 
attaining EU goals) and limitation to the extension of authority (if the EU 
institutions consider that they can widen powers in a certain area, such activity 
must be subjected to the control of national parliaments, while national 
parliaments are allowed to cancel measures of EU institutions because it 
overstepped powers transferred to the Union). A single institutional structure is 
foreseen (art.14. of the Draft Constitution) in order to attain the goals of the 
Union. Its main task is to provide consistency and continuity of policies and 
activities in attaining goals – it must be stressed that this concerns both activities 
that are fully or partially transferred to the Union, and activities in the areas under 
the competence of Member States. Each institution acts in accordance with its 
powers, which are exclusively stipulated by the Constitution, as well as in 
accordance with procedures, conditions and purposes defined by each area 
regulated by the Constitution. These institutions together constitute an open, 
efficient and clear administration based on loyal cooperation. Institutional 
structure, according to the Draft Constitution, consists of all existing Union 
institutions: the European Council as a basic Union policy maker, the European 
Parliament which is composed of representatives of EU peoples elected at 
general elections (without the prescribed number of its MP’s), the Council as a 
main legislative organ, the Commission with its monopoly over initiative, the 
Court of Justice and the Court of First Authority, Accounting Court, European 
Central Bank, as well as subsidiary institutions, i.e. the Economic and Social 
Committee and the Committee of Regions (which have an advisory status). 
Some of the questions regarding institutions have just been opened, such as the 
already mentioned issue of the unsettled number of MP’s, absence of joint 
principles in the election for the European Parliament, and the spreading of its 
legislative authority to new areas, coupled with the issue of the composition of 
the Commission, since it is not quite clear (or the same) whether the Commission 
will act as a small college or as a colossal body (especially in an enlarged 
Union). 
The novelty in the Draft Treaty Establishing a Constitution for Europe with regard 
to the institutional structure is the proposal for the creation of a new chief organ 
which would be called the Congress of the Peoples of Europe (art.19 of the 
Draft). This proposal is not unexpected as the problem of how to overcome the 
democratic deficit, legitimacy and bringing of the entire construct of European 
integration closer to common people, have been under debate for a long time. 
Namely, the logic of such a proposal comes from the frequently established fact 
that the integration of states has reached that level which requires wider approval 
of the Union’s citizens for each further step or enlargement, by involving them 
more in European structures and thus giving them responsibility for the work of 
these structures. Therefore the Draft proposes the establishment of a Congress 
of the Peoples of Europe which will consist of the representatives of the 
Parliaments of each Member State and representatives of the European 
Parliament. However, this Draft does not go beyond this, and leaves room for 
these issues yet to be discussed. According to the proposals that are presently in 
circulation in the work of the Convention (such as the Proposal of the Basic 
Treaty created by Professor Dehus), this concerns an institution which should be 
in charge of all forthcoming changes of the EU Constitution, for monitoring of the 
implementation of fundamental rights and freedoms, for assessing all the 
proposals projected by the Commission in its action plans, for monitoring the 
Union’s coordination, and even for the election of the president of the 
Commission. A very progressive proposal, keeping in mind the need for such an 
institution, as well as the need of Member States to remain in control of the 
activities of such a specific institution as the Commission (of course, a powerful 
instrument is the election of its president), it will be interesting to follow the battle 
between the representatives of the Union and representatives of Member States 
regarding this issue. 
What is the Constitution for Europe? – The change of form and content of the 
Founding Treaties of the EU. This attempt to respond to key issues of the 
European Union through the Draft Constitution is certainly not widely accepted. 
Difficulties arise from various elements: from the fact that politicians and experts, 
as well as citizens, representatives of Member States and the Union, and 
independent individuals are taking part in the debate on its contents; from the 
fact that various interests are present and a compromise must be found in the 
majority of cases, taking care of what is essential without diluting activity. Finally, 
the final text must be acceptable to everyone, without exception. If it fails to 
satisfy all these elements, this Draft and all future negotiations are doomed to 
failure. 
To prevent such failure, two necessary changes must be considered: one that 
refers to the form of the text, and other which concerns its content. As for the 
form, the text of the future Constitution must represent the basic principles of the 
European Union very precisely, briefly, and at the same time attractively. This is 
where the problems lies – firstly, the text must be short, as it has to explain and 
lay the foundations to a very specific, complex and unique constitutional 
structure. Then, it cannot be too precise either, because it concerns a structure 
that is not definite, that is still under development and only that which already 
exists can be defined precisely; on the other hand, this would constrain further 
development. The text of the Constitution cannot be too attractive, since what is 
interesting for governing structures need not be equally attractive to common 
citizens or vice versa. 
On the other hand, but not less importantly, attention should be paid to the 
content. This Draft Treaty Establishing a Constitution for Europe, like all its 
subsequent versions (which will by all means come about in the near future), 
must corresponds and be acceptable to all present members of the EU and to all 
its future Member States, as well. At the same time, this text should help them to 
respond to challenges of all the processes they will face in the future, or are 
facing today (such as globalization, immigration, terrorism, organized crime, 
environmental protection).  The Draft Treaty Establishing a Constitution for 
Europe is just the first step in the resolution of all these issues. What can be 
concluded today from its first version is that it is trying to resolve the problems 
which are placed before it in a good way, creating the fundaments for a future 
constitutional structure. There should not be too many objections to the proposed 
structure, because it is still to early, and because the proposed articles must be 
filled with contents which are yet to be discussed. However, it is already clear 
that the future Union, even with its new Constitution, will depend to a great extent 
on Member States, which have the final word in all important issues. Accordingly, 
despite the long way that has been passed, and regardless of its own significant 
powers, the Union maintains its basic characteristics of an organization of 
Member States with a large number of super-national powers, and thus we still 
cannot talk about a single super-national European state. 
Prepared by  Aleksandra Brankovic 
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Roundtable Organized by the G 17 Institute 
 
 
THE POLICY OF THE EUROPEAN UNION TOWARDS THE WESTERN 
BALKANS AND THE POSITION OF SERBIA 
 
A German Foundation For Technical Assistance GTZ and the G 17 Institute 
organized on October 24 and 25, 2002, a roundtable on the subject “The Policy 
of the European Union Towards the Western Balkans and the Position Of 
Serbia”. The Roundtable was organized following the study addressing this 
issue, which was conducted by Gordana Ilic, a researcher at the G 17 Institute. 
The moderator of the first part pf the roundtable was Tanja Miscevic, the G 17 
Institute Head of the Department for European Issues.  
Thomas Mayer from the GTZ Foundation, in his welcoming speech, explained 
that the study prepared by Ms. Ilic, which was supported by GTZ, is not the only 
project concerning legal reforms in Serbia. Such events are just elements of a 
larger jigsaw puzzle in which Serbian authorities and Serbian experts can 
discuss the future not only of Serbia, but also of the region as a whole. Mr. Mayer 
explained that harmonization of regulations is not only a path toward Europe, but 
also a way out of the socialist ambient into the market economy. A vision of the 
region primarily concerns the establishment of a single regional market as the 
first step towards the EU. In Mr. Mayer’s opinion, this is a one-way street and the 
question is not longer whether Serbia will become a part of the EU, but when this 
is going to happen.  
The first part of the roundtable addressed the subject of “The Policy of the 
European Union Towards the Western Balkans”. 
  
The Question Is No Longer Whether, But When Yugoslavia Is Going To 
Become an EU Member 
 
Ian-Willem Blankert, Head of the Delegation of the EU Commission in 
Yugoslavia, in his introductory speech, agreed with the opinion that Serbia is now 
in a position when the question is not whether, but when it will become an EU 
member, which is the same position Poland used to have in 1994 and 1995. 
However, Mr. Blankert warned, the EU itself is now approaching the limits of 
what can be achieved under the existing administrative structure. It is necessary 
to create a convention in order to make a decision on how to keep functioning in 
the future, addressing two very important issues – power and money. Power 
refers to how Member States will vote, and money refers to how the 
disagreements between those Member States which pay more in joint funds and 
those which are net users of these assets are going to be sorted out. Mr. 
Blankert stressed that the accession of some states, such as Slovenia and 
Estonia, will not be a problem for the EU, as will be the case for some other 
countries, where national incomes are considerably below the average income in 
the EU, and which automatically qualify for the use of these funds. This might 
become a problem in the future, as richer countries, which make considerable 
payments at present, will not be ready to pay more, while the countries which 
receive more, will not be ready for these amounts to be reduced through the 
accession of new members. That is a problem of the system and the European 
Commission is working out a proposal which is due to be completed by mid-
2003. 
Key elements of the relations between the EU and our country, as Mr. Blankert 
pointed out, concern trade liberalization, and the Union opened up its borders in 
that respect for almost all Yugoslav products, and political dialogue, which is very 
intensive, whereby the first step on the path towards EU membership is the 
Association and Stabilization Agreement. Moreover, the European Union 
provides considerable financial assistance. Mr. Blankert stressed that EUR 240 
million a year is not little, especially in view of the fact that Poland, with a 
population of 40 million, was receiving EUR 200 million ten years ago. 
Mr. Blankert observed that our country is coming closer to the West at 
astonishing speed, but integration must start at home. The preservation of a 
federal state requires many people in this country to invest enormous energy and 
time, but it is an excellent exercise for faster preparation for accession to the EU. 
A necessary element of integration is a single foreign trade system, since the EU 
itself has a single trade regime. This is also important in regard to membership in 
the World Trade Organization, as well as for signing the Textile Agreement. Mr. 
Blankert believes that many issues of harmonization of the foreign trade regime 
could be resolved easily, providing there is political will. 
Mr. Blankert tried to explain that EU membership is associated with enormous 
costs. However, these costs should not be understood as accession costs, but as 
investments that are necessary for Yugoslavia to become a modern state. There 
are great similarities between the Balkans in 1995 and Western Europe in 1945. 
In both cases, an external pressure was necessary to initiate the states into 
mutual cooperation. In both cases, the mechanisms of assistance are economic, 
but they always have interests of peace and stability in the background. 
 
PLAC Provides Assistance to the Government in the Process of Accession 
to the European Union 
 
Krister Thellin, Director of the Policy and Legal Advice Center, explained that 
the Center which he manages is a concrete example of financial assistance of 
the European Commission to our country. The main idea is to use the expertise 
of legal and economic experts to help the Government in the process of 
accession to the EU. 
One of the objectives is to help with the closing of the Stabilization and 
Association Agreement by analyzing key areas which are covered by acquis 
communitaire and by preparing consultative reports. Each report gives an 
overview of the current situation and recommendations what should be done to 
ensure progress. 
Another of the Center’s activities, as Mr. Thellin explained, is to provide cost-
benefit analysis. It is important to understand that there must be a short-term cost 
in order to achieve a long-term benefit. Mr. Thellin stressed that PLAC is not a 
political institution, but rather, an advisory one, since, in his opinion, it makes no 
sense for a lot of foreign economists and legal experts to come to one country to 
give a recipe as to what should be done. 
Furthermore, PLAC works on capacity building and improvement, which is a 
foundation not only for accession to the EU, but also for the building of the justice 
system. A key factor in a good reform are good institutions of the legal system. 
Without independent and transparent rules, the market becomes a mere free-for-
all. 
Finally, the Center helps with public awareness building. 
Mr. Thellin presented the experience of Sweden in the period 1991 – 1995, prior 
to accession to the European Union, which he considers applicable to the case of 
Serbia and Montenegro. Although it was thought that Sweden would easily adjust 
to the EU, given its level of development, tradition, etc. at the beginning of the 
1990s it was hard to explain the benefits of accession. Namely, in many circles 
there were misconceptions and lack of understanding of what the EU is all about. 
Many rules were considered over-bureaucratic and it was necessary to explain 
why all these standards are needed. It took some time for Sweden to realize that 
these issues, which were generally seen as abusive Brussels’s red tape, served 
actually for the protection of consumers, agriculture, etc. All of these are easily 
understandable if explained well. 
Mr. Thellin pointed out that the legal system in Sweden is similar to the one in 
Yugoslavia – it is so called a dual system, in which once you ratify a certain 
international agreement, it does not become automatically law; in order to 
become law, it needs to be passed in the form of a local enactment. However, 
EU membership means that the vary fact that you are a member, you accept the 
obligation to observe the law of the Union and the supremacy of EU legislation 
over domestic laws. This was a revolution in Sweden, and a great shock, as the 
justice system was not used to coping with new rules, which was also a problem. 
Mr. Thellin concluded that it is necessary to put emphasis on public awareness. It 
is not enough that the Government has a clear vision of its political ambitions and 
political strategy, but the public sector as a whole must be empowered, and, 
even more importantly, there must be a clear plan for making this strategy 
accessible to citizens. In his opinion, it is never too early to do so, and already 
today it should be explained what the EU is, in order to free the public from 
misconceptions. 
 
More Flexible Approach of the European Union to the Western Balkans 
Region Is a Must 
 
Gordana Ilic, legal adviser in the PLAC and researcher in the Department of 
European Issues at the G 17 Institute stressed that the experience of work with 
the Government gave her the opportunity to observe things from both the inside 
and outside, which enables her to prepare a study which was assessed as well-
balanced. 
In Ms. Ilic’s opinion, the entire region of the Western Balkans needs considerable 
support from the European Union with regard to inclusion in European structures, 
not only in the Union, but also the Council of Europe. The EU shows a notable 
interest in helping the Balkans, and there is a fatal attraction between Eastern 
and Western Europe, given the strategic importance of the Balkans. It is much 
less costly for Europe to support legal and economic harmonization than to 
finance peacekeeping missions and to deal with pressure of immigrants from this 
region. The strength of the Western Balkans region is hence primarily in its 
weakness. Namely, there is an old expression that refers to the Balkans as a 
powder keg, which has yet to be overcome, and there is still plenty to be done by 
joint European and local efforts on the path to Europe. It is very important in that 
sense to pursue an active policy in the form of dissemination of know-how and 
experience. Without broader activities on the part of the EU regarding political 
dialogue, and respect for the specific situation in particular countries in the 
region, results are not likely to be efficient. 
Ms. Ilic is an optimist, as opposed to the Euro-skeptics. In her opinion, this entire 
region has enormous potential. Current democratically elected governments are 
ready to resolve peacefully all open issues. All of these confirm that a much more 
positive and constructive policy of the EU, which is made official in the 
stabilization and association process, may be very successful in fostering 
reforms in these countries. 
Ms. Ilic summarized the results of the study, concluding that the Union really 
enforces the principle of differentiation, which is based on the criteria of 
economic and political readiness of Southeastern European countries to fulfill the 
conditions for full membership in the EU. Such division really exists and is now 
officially expressed through the division into so-called advanced countries, such 
as Slovenia and Hungary, that made considerable progress and are already on 
the verge of EU membership, and so called promising countries. This category 
comprises countries which are covered by the regional pattern “five plus one 
minus one”, i.e. countries of the former SFRY excluding Slovenia, and including 
Albania. Ms. Ilic agreed with the previous speakers that the EU’s approach 
towards the Western Balkans region is primarily a safety approach. A set of 
direct and indirect measures of assistance which are exercised by the EU (PLAC, 
trade incentives, contracting relations, CARDS, regional strategy) serve basically 
for pacification of the region, stabilization and preparation for accession. This is 
in mutual interest since unless these countries are assisted actively with regard 
to accession, they would remain a serious threat to the security of Europe as a 
whole, straggling with permanent instability and flashpoints, and a black hole at 
the very borders of the EU. This aspect of stabilization and pacification should be 
stressed as a difference, as compared to the policy of enlargement toward the 
East, which is much more motivated by economic criteria, as well. 
Of course, foreign policies of the countries in question are oriented towards 
Europe. Although it is not given the same priority, this map of European is clearly 
laid down, thus being a common denominator of the entire region. In Ms. Ilic’s 
opinion, this is an important engine for internal reforms. The price of accession to 
the EU is not only the price of adjustment to European standards, but also the 
price of establishment of a modern European state on the territory of the 
Balkans. The very message which is being sent to these countries by the Union 
is not to ask from the Union what they are not ready to offer to their neighbors. 
Such a philosophy has finally started to get its outlines. Ms. Ilic stressed that, in 
that respect, the stabilization and association process is a good solution for the 
problems of the Western Balkans. However, a kind of flexibility, i.e. an approach 
that is as positive as possible, is still necessary. It should be reflected not only in 
concrete measures of assistance, but also in flexibility of respect for 
heterogeneity of the region. Namely, countries in the region encounter similar 
and completely different problems at the same time, and in that sense, the 
position of Serbia and Montenegro is really specific. Several years of a transition 
period for the establishment of a free trade area as laid down in EU bilateral 
agreements are not enough; a partnership is also necessary, although this 
concerns two contracting parties of unequal political and economic strength. 
Such an approach is necessary in order for Europe to realize its interests. 
Without this, all efforts will be comprehended as imposed solutions in the 
countries in the region, regardless of how beneficial they might be. Ms. Ilic 
pointed out that research in recent years showed that the policy of strict 
conditioning yields results in only 60% of cases. Partnership is therefore 
necessary for the positive and constructive approach of the EU so far, exercised 
in the form of the stabilization and association process, with a view to achieving 
efficient results. 
It is a fact that, during the process of accession to the EU, first there comes a 
phase of euphoria, followed by an increasingly anti-European mood. This is an 
internal problem in most countries. To avoid the danger of falling off the 
European bandwagon, we must realize that the EU really has its own crisis of 
growth, and expectations must not be overoptimistic. In as much as it is true that 
reintegration starts at home, it is just as important to have respect for the 
dynamics and complexity of these issues. 
 
Necessity for Defining the Policy of the Region Towards the European 
Union 
 
In her introductory speech, Maja Kovacevic, Head of the Federal Government’s 
Office for European Integration, explained that, from the position of a person who 
deals with the subject at issue operatively, she wants to point out several issues 
which seem open to her, and which she considers very important for discussion. 
Ms. Kovacevic agreed with the previous speakers that the EU policy towards the 
Western Balkans is primarily safety-oriented, and its priority is to eradicate or 
freeze potential conflicts in the region. However, there are some open issues 
related to more ambitious objectives, such as economic and political 
development of the region, not just the removal of threats for overall security. Ms. 
Kovacevic stressed that it should be kept in mind that there is a paradoxical 
relation between development of this region and the Union’s foreign policy. The 
drama in the former Yugoslavia was taking place concurrently with the evolution 
of the European Community into the European Union. These were two 
simultaneous processes which are still ongoing, and that is why many questions 
are still open. Although today we are much further away with regard to what we 
experienced in the past, there is still a question what are the ambitions and what 
are the criteria according to which we measure how far we progressed. If the sole 
criteria is the policy of accession to the EU, then we have cause for great 
dissatisfaction. 
Ms. Kovacevic believes that one of the elements important for understanding the 
relation between the Union and the Balkans is the complexity of that relation. The 
EU, complex in itself, in its pursuit of a policy towards the Western Balkans, is 
encountering a system that is just as complex, but in a different way, given that 
its institutions are not strong enough and its structures are not clearly organized. 
These two complex systems often send contradictory messages and do not 
understand each other well. The EU policy towards the Western Balkans has 
several guises: as a set of 15 Member States which pursue sometimes different 
or partially different foreign policies; as a foreign policy actor; as a market; as an 
enormous regulatory mechanism, with its own standards and requirements; and 
as a big donor of financial aid for the entire region. When we estimate the 
success of such a policy, it is very important to ask whether the EU, as a big 
donor, is attaining its goals successfully by making financial investments.  
It is also important, in Ms. Kovacevic’s opinion, whether the assumptions on 
which the EU policy towards this region is based are sound. Namely, these 
assumptions, also true in the case of Central and Eastern Europe, are founded 
on the belief that the main objective of countries in the region is membership in 
the EU. But, Ms. Kovacevic stressed that we can not be sure that this is the 
objective of all countries. There are some areas of instability and some regions 
would rather give priority to independence over integration in their political 
schedule, at least for a certain period.  
The policy of the Union towards the Western Balkans is not static, but is rather a 
changing process, and already today we should think of what it is going to look 
like and what kind of enlargement policy the Union is going to pursue towards 
this region. Another important consideration is what the response of this region 
will be. Ms. Kovacevic stressed that the policy of this region towards the EU is 
discussed rarely or never, for well-known reason, of course, but nevertheless, we 
should certainly try to develop a joint policy for the region. 
Ms. Kovacevic pointed out that safety issues have been accomplished to a great 
extent, but we still cannot be satisfied with the rate of development of political 
institutions, and especially with economic development of the region. The region 
itself has its own preconditions for success, simply because this is not a one-
sided process which depends solely on the EU. It is of critical importance for the 
region to set the rule of law, to establish democratic institutions and develop a 
market economy as national goals. Only thus can this region make progress. If 
only the conditions set down by the EU are taken into account, the process will 
not be successful.  Hence, enormous responsibility rests with the region, and this 
is one of the reasons why it is important to avoid contradictory signals and to 
have a coherent approach both of the Union towards the region and in the 
development of institutions in the region itself. 
Ms. Kovacevic agreed that political dialogue exists, but not in a way which is 
stimulating for the region. Namely, dialogue is aimed at attaining concrete goals 
and at elimination of concrete problems, which is not exactly stimulating for 
development. EU policy lacks formulation of a political union with the region. It 
will take some time to establish this process, but this can be done only through 
the building of a political union at the highest level, which will be developing in 
the years to come, and through further development of the process, in order for it 
to be successful. 
As far as the position of Serbia and Montenegro is concerned, Ms. Kovacevic 
stressed that a clear institutional and legal framework, that will be functional for 
the state union, must be completed as soon as possible This is important for two 
reasons: firstly, it is impossible to implement reforms successfully without a legal 
and institutional framework, and secondly, it is important for successful accession 
to the EU. 
 
It Is Necessary to Establish a National Strategy 
 
Mihajlo Crnobrnja, Special Adviser for European Integrations to the Republic’s 
Minister for International Economic Relations said that in his opinion the 
European Union has started to develop a consistent strategy towards the region 
only recently, although it has been dealing with this region for a long time. Mr. 
Crnobrnja said that in the summer of 1990, the EU said ‘No” to the US$ 4.7 
billion aid which was asked for by Ante Markovic in Brussels. Only ten months 
later, Jacques Delors and Jacques Santer came to Belgrade, offering US$ 5 
billion unconditionally, providing that all sides sit at the table and negotiate 
peacefully. Unfortunately, it was too late, and 24 days later, Croatia and Slovenia 
declared their independence. Mr. Crnobrnja concluded that up to recently, the EU 
had a reactive and not proactive approach to developments. It reacted to 
developments and did not have a defined strategy. This historical experience 
imposes obligation on the EU to reconsider carefully its approach and strategy 
towards this region. This region is somehow specific since no other region has 
been a source of instability so frequently and therefore the measure of success 
of its stabilization must be defined in a different way. A little more fine adjustment 
is necessary than currently present in the general strategy of the Union. 
Mr. Crnobrnja agreed that an ultimate principle by which the EU is governed in its 
relations with this region concerns stability and safety. However, in Bosnia, 
Macedonia, and Kosovo, stability has been achieved owing to NATO. Hence, in 
order to realize that main requirement of stability in the region, the Stabilization 
and Association Agreement is necessary, although it is not a sufficient condition. 
The EU also needs to develop its own potential which is adequate for coping with 
safety issues, to the same extent to which it deals with assistance in institutional 
development of Balkan societies. 
Mr. Crnobrnja also stressed the need for cooperation with the Hague Tribunal. 
The fact is this is an issue the Union insists on very much, and therefore, in his 
opinion, we have a very narrow margin to circumvent that obligation. Therefore 
the question of fulfilling our international obligations is a significant political 
component of the Serbian strategy towards the EU. 
As far as the situation in our country is concerned, for a long time Serbia has 
been seen as a key factor of instability; this resulted in a very unfortunate 
decision made by the international community, as well as by the EU, of imposing 
international sanctions on May 31, 1992. In Mr. Crnobrnja’s opinion, this decision 
was more subject to internal political needs in the US and the EU than it 
objectively contributed to the resolution of conflicts on the Balkans. It only 
fostered a claustrophobic environment, which was favorable to Milosevic’s long 
survival in power.  Everything changed two years ago and Serbia is no longer a 
dark place on the Balkans which only produces instability it the neighborhood. 
Serbia has become very important factor of stabilization on the Balkans and is 
currently in full swing with economic reforms, while some other countries are 
lagging behind. The entire international community, including the EU, praised 
Serbia for achieved progress. Instead of a destabilizing factor, Serbia has 
become one of the champions in regional cooperation – not only because the 
Union insists on it, but because we see our interest in strengthening relations 
with the republics of former Yugoslavia and other neighboring countries. What is 
lacking in this rapid transformation is a national strategy, as well as a negotiating 
strategy with the EU. It would be indeed beneficial for our country if a group of 
experts were to prepare a national strategy which politicians would subsequently 
adopt, like many other countries which took that road and designed modern 
strategies of development. Mr. Crnobrnja stressed that many things have been 
completed thus far in Serbia from the point of view of organization: a central 
office was established at the level of the Republic which coordinates all aspects 
of cooperation with the EU, and together with the federal office, responds to 
recommendations, suggestions and objections of the Union, and also, in a 
proactive manner, presents what has been done. Furthermore, a Council was set 
up as an essential political body for defining that strategic direction, which is 
headed by the Prime Minister and includes twelve key ministers. The Council is 
designed to be extended to act as a mechanism for achieving a consensus, and 
thus, it could include other interest groups and not only representatives of state 
administration. The Government Commission should also be established as a 
permanent body which will be in charge of complete operative organization and 
coordination of actions taken by ministries and other government institutions in 
negotiations with the EU. Special attention is paid to training of our ministries and 
institution building which would provide them with capacities for the realization of 
the colossal job that lies ahead, either in terms of legal harmonization or 
concerning articulated politics, or articulated sector strategies which will be 
convergent with EU policies. The creation of one communication strategy is 
currently underway and is due by the end of this or the beginning of the next 
year. Five months ago, a systematic public opinion poll started, based on the 
Eurobarometer methodology. According to results, 67% of the population in 
Serbia would respond positively in a referendum to the question “Are you in favor 
of accession to the EU?”, 9% would be against, while the rest are either 
undecided or do not know. This indicates a positive public mood regarding the 
EU. The communication strategy which is under preparation should first of all 
deal with how to present what is being done in this area to the public and to the 
Parliament, as these two are important elements in decision making and in 
verification of the entire association procedure. More precisely, it deals with all 
necessary actions for the initiation of negotiations on stabilization and 
association, which are expected to begin next year. This should serve for the 
building of a proactive strategy in negotiations with the EU. 
 
Unoptimistic View on Future Enlargements 
 
Thomas Schauer from the University of Ulm, Germany, discussed the 
enlargement of the EU and prospects for dynamic development, which includes 
countries in this region. 
In Mr. Schauer’s opinion, politicians, when describing the European Union, use 
many abstract terms, and the problem usually appears when they have to explain 
what exactly they are talking about. A widely used term is “European values”. 
According to that concept, Europe is defined as a group of countries which share 
common values. He referred to an anecdote about the meeting of Alexander the 
Great and a philosopher Diogen. A great emperor in ancient times, admiring the 
philosopher’s courage to refuse to attend the emperor’s banquet, went to Diogen 
and told him he is going to fulfill any wish he has. Diogen said he wants the 
emperor to move away from the entrance to his barrel as he is blocking light. Mr. 
Schauer concluded that both of them were Europeans and had some values, but 
these values had nothing in common: one was an emperor who ruled the world 
and had materialistic interests, while the other was a person happy simply 
because he was able to think. When we apply this to our times, we may simply 
conclude that such a thing as European values does not exist. What holds 
Europe together, then? In Mr. Schauer’s opinion, the answer is in economy –
everybody benefits from eliminating customs between different markets. This is 
the underlying reason of worldwide trend of removing customs, which is achieved 
in different ways (NAFTA and the EU). In both cases, the main objective is 
economic integration, which is realized in different ways in practice. As opposed 
to the EU, NAFTA does not prescribe free movement of labor, and preserves 
different standards. 
Mr. Schauer explained that different countries have different stages of living 
standards and that these different levels in the standard of living are very 
important, as they require different priorities. Consequently, a need for 
negotiations must be understood. However, if one country decides to access to 
the EU, it must adopt all the rules which are in force in the Union. Hence, the 
EU’s spread to the  east will be very difficult. With this enlargement, the labor 
market will be flooded with cheap labor force, Western European industry will 
have better opportunities for expansion to East European markets, there will be a 
million new consumers and agricultural hyper production. 
The question is what people think about this. In the present Union, 44% of people 
think that only some countries should accede, 14% think that the Union should 
not enlarge, while only about 20% supports all countries to accede to the Union. 
As much as 91% of respondents have no relations with any candidate countries. 
To the question whether they would like to know more about these countries, 
41% of respondents reported they would not. To the question whether they would 
like to live or work in some of them, 76% also declared they would not. 48% of 
respondents do not agree with the claim that EU enlargement will create more 
employment opportunities, while 45% of them do not agree that enlargement will 
improve the quality of life. Accordingly, it might be much more important what 
people think than what governments consider. In Mr. Schauer’s opinion, it is also 
important to see the opinions in candidate countries. With regard to the 
percentage of those who can speak foreign languages, only 25% speak some 
Western European languages (while in the present EU, no one can speak East 
European languages). Hence, beside the hard economic situation, we will have a 
Babylon of confusion. An attitude of the countries which relatively recently 
acceded to the Union is also important. Citizens of countries which make the 
biggest payments to the budgets of the Union are more supportive regarding 
enlargement, while those who believe that enlargement is progressing too fast 
are mainly those who entered the Union recently, or those who are the greatest 
beneficiaries of the Union’s funds. It is therefore very likely that the countries 
which are due to become EU members in the near future will be the main 
obstacle when new enlargement cycle comes about, as this will mean fewer 
assets for them. It is symptomatic that the Czechs, right after the conclusion of 
the European Agreement, introduced a visa regime with Moldavia, although there 
is no Czech Embassy in that country and the Moldavians must travel to 
Bucharest twice to get visas.  
As far as the integration of Western Balkan countries is concerned, Mr. Schauer 
believes it is linked to a great degree of uncertainty. He himself, however, is not 
an optimist, since there seems to be too much optimism on this issue. If the 
expectations happen not to be fully met, as in the case of Turkey, this will result 
in an eruption of disappointment and an impression that the country will never 
enter the Union. His recommendation is that the region should find its own way, 
since the unification of the EU for now seems to be more in line with the German 
model, in which the East accepts the rules of the West. Because of this, many 
things from the East which were not so bad were lost in Germany. Therefore, a 
slower integration process which combines good things from the East and from 
the West could be a much better solution. 
Mr. Schauer concluded that, in his opinion, the European Union will have serious 
problems after the forthcoming enlargement and any further enlargement will 
occur much later than we expect now. 
 
European Processes Should Be Accepted Independently from the Pressure 
of Europe 
 
 
During the debate, Radoslav Stojanovic stressed that all stories about the 
Balkans as a powder keg are prejudices. A qualitative analysis shows that since 
the beginning of the 19 centaury up to now, there have been much more wars 
and revolutions in Western Europe, and, furthermore, if colonial wars are 
included, there were five times more wars in that part of the world than on the 
Balkans. However, the Balkans is treated as a powder keg because Western 
Europe succeeded to overcome its numerous conflicts and started integration, 
while conflicts in the Balkans have continued to fester. In his opinion, there is still 
hatred in the Balkans, while in Western Europe it gradually disappeared or will 
disappear soon. The question arises as to how to overcome that hatred. The best 
way, in his opinion, is the European way and the application of the European 
model. 
Mr. Stojanovic agreed with the opinion that EU policy does not treat the Balkans 
as a union.  Instead it is more of a policy of conditioning, a merchant diplomacy. 
What is missing is an attitude that we should approach Europe with a desire to 
have a partnership relation, and not because we are asked to do so. Accordingly, 
we should desire to cooperate with the Hague Tribunal because the crimes 
committed during the past wars besmirched our national honor. Mr. Stojanovic 
concluded that it would be useful for the Balkan countries to show that they are 
able to adopt European processes independently from the pressure from Europe.  
 
Experiences of Poland in the Process of Association to the European 
Union 
 
In the second part of the conference, Pavel Samecki, from the Natolin European 
Center from Poland firstly described the path taken by Poland in accession to the 
European Union. It started in 1991 when the Association Agreement was 
concluded; this Agreement was to a certain degree similar to the Stabilization 
and Association Agreement. It seems to Mr. Samecki that conditions imposed on 
Poland at the time were not that strict and precise, but rather general. This may 
have been due to the fact that the transition from communism to democracy in 
Poland was relatively easy, compared to the countries of Southeastern Europe, 
where the transition was accompanied by numerous tragedies. In Mr. Somecki’s 
opinion, this is the reason why today’s conditions are much stricter. The 
Agreement led to the liberalization of trade, but it took ten years for Poland to 
achieve this. 
The criteria that must be met if a country desires to accede to the Union were 
defined in Copenhagen in 1993. According to the first condition, only a 
democratic state which respects human rights may appear as a candidate. 
Secondly, the country must develop a competitive economy which is able to 
survive on the market of the European Union. And finally, candidate countries 
must have legal and administrative capacity to enforce EU legislation. The 
question is whether Poland has met these criteria. As far as the first condition is 
concerned, Poland is very lucky, as it is a relatively homogenous society in a 
religious and national sense, with few reasons for conflicts. That is why this 
criterion is fulfilled more than any other. As regards the second criterion, i.e. 
competitiveness of the Polish economy, in Mr. Somecki’s opinion, it has been 
largely met. Economic recovery started in the early 1990s, when a huge foreign 
trade deficit was reported, but this was only an indicator of economic changes 
and development.  
The third criterion is fundamental from the prospective of association 
negotiations. In recent years a lot have been done in Poland in that respect. The 
first legislative approximation was prepared nine years ago as an initial 
harmonization plan. The change of procedural rules in the government was very 
important, as well. As of 1994, each legal enactment must be accompanied by an 
interpretation whether it is in compliance with corresponding EU law. In 1998, a 
national program for adoption of joint achievements was created; this was a very 
comprehensive program which specified in detail what was to be done further, 
who was in charge of what action, etc. As of 1999, the Parliament is kept 
informed on the compliance of any legal enactment with EU laws. In 2000, 
Poland was criticized for being slow in harmonization and this process was 
accordingly accelerated. Acceleration was possible only because of the 
consensus between the chambers of the Parliament and the government. Both 
chambers set up a provisory commission exclusively in charge of legal 
harmonization. Owing to this, 165 new laws were passed in Parliament in the 
course of 2001. In the majority of areas today, the solutions, which are to a great 
extent in compliance with EU legislation, are in force. Thus, although this criterion 
is significantly fulfilled, Mr. Samecki believes there are some areas such as the 
justice system, public services, veterinarian offices, etc. that need to be 
strengthened. Nevertheless, it could be generally said that Poland is capable of 
entering the Union and enforcing its laws. 
The lesson that Poland learned during this process indicates that there were too 
many institutions involved, and a structure that was too complicated was 
established. In Mr. Samecki’s opinion, much simpler, but stronger coordinative 
structures should be set up in the Government in order to avoid 
misunderstanding. Secondly, special procedures were adopted for regulating the 
work of Parliament, but this was done too late. The third objection, which may 
seem trivial, but is of utmost importance, is that one country may have good 
know-how and good experts, but if it lacks political will, support and readiness to 
accept criteria, results will be modest. Accordingly, the most important thing is to 
have strong political unity concerning accession to the Union and the necessity to 
harmonize laws. After 2000, the assistance allocated for Poland increased 
significantly, both in terms of quality and quantity, whereby it did not have a 
developmental effect, but was rather invested in education and institutional 
changes. The main problem in negotiations refers to harmonization costs. The 
GDP per capita in Poland amounts to as little as 40% of the EU average and 
harmonization costs are a huge burden, so that EU assistance was vital. 
Nevertheless, it is impossible to complete the whole harmonization process 
before the accession, and in some areas there will be a certain transitory period 
(sanitary measures, environmental protection, etc.). Mr. Samecki did not agree 
that the costs of joining the club are irrelevant. In his opinion, these costs are 
very relevant and there is a trade-off between different forms of budget spending. 
The majority of the population in Poland (2/3) supports accession to the 
European Union, expecting consequent modernization of the economy, 
stabilization of institutions and of the legal system. Over a long-term period, it will 
be useful to enter the Euro zone, as well, because this will stabilize Poland’s 
macroeconomic position. Assistance from structural funds which should 
contribute to the restructuring of agriculture and development of rural areas are 
depended on. However, Poland will have to contribute EUR 2.4 billion every year 
to the EU budget, as well. All expected benefits are relatively long range. 
It is believed in Poland that the EU should remain open for all other interested 
countries. The criteria defined ten years ago should remain effectively in place, 
as well, as they are a good investment in the security of Europe, and will 
contribute to its stability. The accession of Poland to the EU will take place fifteen 
years after the fall of communism and ten years after the conclusion of the 
European Agreement. This may be defined as a kind of time line for accession, 
as it took similar time for Spain and Portugal to become EU members. 
 
Membership Negotiations Are an Important Instrument of Internal Reforms 
 
Jelica Minic, Assistant to the Federal Minster of Foreign Affairs pointed to the 
results of an opinion poll conducted in Serbia, according to which 2/3 of the 
population would support accession to the European Union; this implies a very 
high level of enthusiasm. However, only 2% of respondents reported that they 
are well informed about the EU, while 24% considered themselves relatively well 
informed. Therefore, one of the main problems concerns a low level of 
information about the EU, negotiations, membership, and enlargement. The base 
of support is very broad, but is composed mainly of younger people and persons 
with higher education levels, while the key reasons for their support of integration 
is because it is considered that it will improve the standard of living. 52% of all 
respondents have a positive perception of the European Union, 13% see the 
European Union very positively and only 9% very negatively. Since this country 
was isolated for ten years, this is, in Ms. Minic’s opinion, a very encouraging 
result. 
Ms. Minic thinks that we are fully aware that negotiations are a very important 
element of internal changes. Regardless of a time framework for accession, this 
objective in itself promotes internal reforms. New members will become a very 
good example for our accession process. For now, our country is very much 
integrated in regional structures, owing to institutional arrangements, but our goal 
is to integrate into European structures, as well. There is not only the “top down” 
processes (regional trade integration and regional electricity market, regional 
telecommunications network, regional space for joint investments, regional 
structures for battling organized criminal), but also the “bottom-up” processes 
(fraternization of towns, cooperation of chambers of commerce, the network of 
small and medium enterprises, nongovernmental organizations, medias). This is 
a wide range of connections that we have established with different structures in 
the region and in the EU. Through all these channels we are introducing reforms 
and new standards, norms and practices. Hence, the Stabilization and 
Association Agreement is not the only way of communicating with the EU, but 
there is a great number of new connections and instruments which pave the way 
for our country into European structures. Most of the initiatives in the region have 
been initiated from the outside, while only a few concern the area of 
Southeastern Europe (SAP, SECI). 
In Ms. Minic’s opinion, the constellation of power today is much more favorable 
for Yugoslavia then it used to be in the early 1990s. Namely, at that time, given 
the fall of the Berlin Wall and disintegration of the USSR and SFRY, the EU was 
expected to give priority to its closest neighborhood. Today, we are the second 
priority of the EU, right after admission of new members. The question is, 
however, how much energy will remain for us after the enlargement. The 
question is also what is going to be the strategy of the Union towards new 
enlargement, whether they are going to apply a “country-by-country” approach or 
whether a group of countries will accede again. 
Ms. Minic also pointed to the European Commission’s Report about the countries 
of this region, which suggest the promotion of political dialogue and cooperation 
of countries involved in the stabilization and association process. The general 
assessment is that economic parameters in the region are still very weak. Our 
total GDP is about EUR 40 billion, which is approximately the GDP of Romania. 
Total exports are valued at as little as EUR 7.7 billion, which is lower than 
Romanian exports, while internal trade barriers in B&H and Yugoslavia are as 
significant as the barriers for foreign trade. Key elements of the Union’s 
assistance should be contracting relations within the Stabilization and 
Association Agreements, trade preferentials and financial aid (CARDIS). In the 
case of Yugoslavia, trade with neighboring countries is not irrelevant, since after 
Germany, Italy and Russia, neighbors are our most important partners. 
Two main lessons that can be drawn from practice is that the Stabilization and 
Association Agreements must be adapted for each separate country; namely, 
they must be individualized. Also, an adequate balance between stabilization and 
association must be found, since requirements that are too ambitious on the side 
of association may destabilize a country. Key issues that lie ahead of the 
countries in the region are the following: 1. building of effective democratic 
states; 2. insufficient rule of law, organized crime and corruption; 3. inadequate 
administrative capacities; 4. unreliable standards of political behavior; 5. extreme 
forms of nationalism; 6. weak state of media and civil society; 7. the problem of 
poverty; and 8. further development of regional cooperation. Regional 
cooperation is one of the elements of Yugoslav foreign policy that was assessed 
with the highest grades. The Commission proposed the establishment of a 
multilateral political forum. 
In Ms. Minic’s opinion, the European Union will not declare itself on whether new 
members are going to be admitted to the Union together or separately. Namely, if 
it declares itself in favor of individual admission, this will result in competition; if it 
declares itself in favor of group admission, it could discourage those countries 
which believe they are able to make faster progress. Such an attitude on the part 
of the EU might be beneficial and it would be good if no position is declared on 
admission strategy for a while. As far as Yugoslavia is concerned, in the 
Commission’s report democratic changes are assessed positively, with the 
conclusion that the process of fragmentation in this region has ended. Although 
the reforms are assessed as accelerated, the necessity for faster constitutional 
changes is stressed, as well as changes in the area of the media, the army and 
police, and improvement in the efficiency of parliamentary structures. 
 
Experiences of Croatia in the Implementation of the Stabilization and 
Association Agreement 
 
The second day of the conference addressed the topic “Priorities on the Path to 
Europe”; the moderator was Aleksandra Jovanovic, Head of G 17 Institute’s 
Department of Legal and Institutional Reforms. 
Tamara Obradovic, Assistant to the Minister of European Integration of the 
Republic of Croatia stressed that Croatia signed the Stabilization and Association 
Agreement in a relatively short time, on December 29, 2001. From then on, a 
plan for the implementation of the Agreement has been adopted, the process of 
legislative harmonization has started and all institutional mechanisms for internal 
implementation of the Agreement and for cooperation with the EU have been 
established. These three segments are the most important components of the 
implementation of the Agreement. Four years ago the education of public 
servants started in order to support the entire process. 
The Agreement Implementation Plan defines what actions will be carried out in 
Croatia during the transition period of six years, who is in charge at the level of 
the Government and when particular actions will be carried out. The 
Implementation Plan comprises three types of measures: a) analytical; b) 
economic and institutional, and c) legislative measures. Of the total of 360 
measures that are currently involved in the Implementation Plan, about 50% 
have been completed thus far. The Implementation Plan is an operational 
document, a kind of mechanism of coordination of the government’s work, and all 
reports on Croatia’s progress in the implementation of the Agreement rely on it. 
Furthermore, the SAA includes about 30% of requirements which are placed 
before the candidate country. Croatia adopted a two-stage approach to the 
implementation of obligations from the Agreement. Namely, there is a time 
schedule prescribed in the Agreement, but the Givernment adopted individual 
terms which are much shorter. Thus, it determined its own dynamics by which 
the obligations defined in the SAA will be fulfilled much earlier. The requirements 
are very strict, reflecting the entire reform. Croatia is moving toward reaching the 
required level for full membership by 2006, i.e. to achieve a virtual membership, 
regardless of when it will actually become a member. This is a shock year for 
reforms in Croatia and a large portion of obligations from the SAA will be 
implemented during this year, which will leave more space for creation of 
strategic documents in the upcoming period. The Implementation Plan is a 
document on which the monitoring of the implementation of undertaken 
obligations is based. It also acts as a controlling mechanism of the government’s 
work, and semi-annual reports are submitted regularly on the progress of the 
implementation agreement. The problems in implementation of these measures 
were notably present in Croatia quite early. There are well established 
mechanisms of responsibility and thus, if institutions in charge of the 
implementation of certain measure are not able to pursue them, this will have to 
be explained and supported with evidence. Also, each Ministry in charge of 
implementation of a certain measure submits a report on the implemented 
measure to the Ministry of European Integration, as well as of measures whose 
implementation is behind schedule, with detailed justification for the delay.  
As far as legislative harmonization is concerned, Ms. Obradovic explained that 
this is a complex and gradual process, compulsory but irreversible. This is a 
process that has started and will be developing, and, very importantly, there is no 
going back. On the day that the Agreement was concluded, two mechanisms 
were adopted, i.e. the statement on compliance and comparative overview. 
Previously, in assessing the draft law, experts gave their opinion on whether the 
draft is in compliance with EU legislation, but it was not stated specifically in 
compliance with what concrete regulations the draft is and to what extent. 
Therefore these two instruments were introduced and they must accompany 
each adopted regulation. Their significance was recognized in the Croatian 
Sabor, as well, since deputies showed their desire to adjust their amendments 
with EU legislation and therefore, since recently, these instruments have been 
sent to the deputies, also.  
Croatia has taken up the creation of a national program for integration in the EU. 
This program is based on the Implementation Plan Agreement and on the 
European Commission’s report which defines eight criteria which each country 
must meet. 
With regard to the supervision of the process of legislative harmonization, Ms. 
Obradovic stressed that the Agreement Implementation Program and the 
national program are supervisory instruments on an internal level in Croatia. 
However, some problems arise in this regard. The question is posed as to what 
kind of monitoring should be performed– technical, statistical or qualitative, and 
this is the question to which the European Commission should give a clear 
answer. The role of the Government in the implementation of the Agreement is 
great. It is supposed to know what laws are entering parliamentary procedure, 
what are the deadlines, the contents, how binding they are, etc. That is why the 
Government’s rulebook is supplemented with the provision that each law must be 
sent for assessment to the Ministry of European Integration. The Sabor also 
quickly reacted to this novelty in the Government’s procedure and consequently 
amended its own procedure. Firstly, such laws, once they pass the Government’s 
procedure, go into the Parliament and are labeled with a special mark. Another 
novelty concerns an urgent procedure for laws which adjust Croatian legislation 
to the EU legal system, at the Government’s proposal. As for the Government’s 
legislative plan, it must comply with the Agreement Implementation Plan. Also, 
each institution of state administration has its coordinator who holds the rank of 
assistant to the Minister. 
As Ms. Obradovic pointed out, integration starts in the minds of the people and in 
all state institutions; thus, everybody must be involved in the process. All interest 
groups have certain influence and they should work on improving laws. Ms. 
Obradovic compared these relations with a train – the Ministry of European 
Integration is an engine driver and all of them must arrive to the station called 
Europe. Either the entire train arrives or nobody arrives, and if one carriage 
uncouples, or causes other carriages to run late, that carriage must be subjected 
to public criticism. Both successes and failures must be distributed. Authority 
must not be refused, the person accountable for writing laws must be known, as 
well as the value of the process itself in that part of the Government. 
In conclusion, Ms. Obradovic stressed the importance of education, and Croatia 
has made significant progress in that area, which mostly refers to the removal of 
barriers in people’s minds. 
 
Comparative Analysis of the Western Balkans Countries 
 
Milica Uvalic, from the University in Perugia first presented general conditions 
for accession, which comprise economic, political, legal and additional 
conditions. Economic conditions encompass a functional market economy and 
capability for competitive behavior; political conditions refer to the stability of 
societal institutions which guarantee democracy and the rule of law; legal 
conditions enable fulfillment of obligations deriving from membership, while 
additional conditions concern regional cooperation, including respect of 
international agreements such as the Dayton Agreement. 
To establish a functional market economy, it is necessary to liberalize prices and 
trade, to establish macroeconomic stabilization and a legal system, to balance of 
supply and demand, all of which require political consensus on the 
implementation of reforms. As far as the ability to sustain competition and market 
pressures is concerned, the important issue refers to sectors that are in crisis 
(agriculture, footwear, clothes, coal, steel, etc.) and which are of importance for 
the Serbian economy. Also, it will be necessary to revoke subsidies in some 
sectors. 
Ms. Uvalic pointed to the criteria of convergence from Mastricht, which refer to 
the inflation rate, interest rates, the budget deficit, state debt and exchange rate 
fluctuation. Ms. Uvalic stressed that these criteria remain current right up to the 
moment of full membership, and are useful for assessing the position of 
Yugoslavia in comparison to other countries in the region. We have the highest 
inflation in the region, but this is caused by liberalization of prices of many 
products, and the current downward trend is encouraging. The projection of 
inflation for 2003 is 8%, which is acceptable, providing a sustained drop in the 
future. Fiscal deficit in 2002 was projected at 5.6%, which is very high, compared 
to the deficit reported in 2000 and 2001 of 0.8% and 1.9% respectively. This 
deficit is not too high, and Ms. Uvalic gave the example of Italy, which had a 
fiscal deficit of as high as 12% in 1992. However, the most important concern is 
whether we will be able to keep the deficit at the present level and how it will be 
reduced in the future.  
When we compare the GDP in Yugoslavia in 2002 and 1989, the ratio is as little 
as 50%. The situation is quite bad, as the average in 27 transition countries is 
74%. Income per capita is lower only in Albania, while the average income in 
Yugoslavia constitutes only 15% of the income per capita achieved in the EU. As 
far as sectoral structure in the region is concerned, only Albania has a 
significantly higher share of agriculture than other countries, while Yugoslavia 
has the largest share of industry. Ms. Uvalic especially pointed to the problem of 
unemployment, which amounts to as much as 30% in Yugoslavia, at present. 
This is not that high, compared to the 45% registered in Macedonia, but she 
stressed that unemployment in Serbia is yet to rise after restructuring and 
privatization. Ms. Uvalic is also pessimistic about the foreign trade balance. At 
present, the coverage of import by export in Yugoslavia is as little as 46%, while 
the situation in this area is worse only in Albania and Bosnia and Herzegovina; in 
her opinion, the foreign trade deficit will only increase. The deficit is financed 
mostly through aid and through borrowing abroad, and in the smallest degree 
through FDI, which are of key importance for the development of the economy, 
since domestic saving is insufficient. In Ms. Uvalic’s opinion, the main reason for 
low FDI does not lie in administrative barriers but in political risk. 
In conclusion, Ms. Uvalic stressed that political conditions are of utmost 
importance, with strict respect for the Mastricht conditions having a possible 
negative effect. The main challenges are cooperation with the Hague Tribunal 
and the Constitutional Charter which is to be signed in the near future. The 
importance of political conditions is proved by the example of Croatia, which has 
by far the best economic indicators in the region, in spite of which the 
international community was near to imposing sanctions against it because of 
dissatisfactory cooperation with the Hague. 
 
Legal Framework of the Stabilization and Association Process. 
 
Radovan Vukadinovic, General Manager of the Center for European Union 
Legislation and professor at the Faculty of Economics in Kragujevac discussed 
the legal framework of the stabilization and association process and 
harmonization of our legislation with the legislation of the European Union. 
Mr. Vukadinovic stressed that Macedonia and Croatia have already signed the 
Stabilization and Association Agreement. Provisions of this Agreement and its 
whole spirit will be repeated in the agreements that are to be signed in the future, 
which gives an advantage to Yugoslavia in that we can prepare for the 
agreement in advance. These agreements impose the obligation of institutional 
relations with the countries in the region, whereby the structure of the agreement 
is composed of about 130 provisions and ten titles. The titles will concern general 
principles, political dialogue, regional cooperation, free movement of goods and 
labor, the right of setting up enterprises, provision of services and turnover of 
capital, harmonization and enforcement of laws, cooperation in the judiciary and 
home affairs, financial cooperation and institutional provisions. The principles we 
should bear in mind are those defined in the Universal Declaration of Human 
Rights, the document from the Bonn Conference (in terms of the economy), and 
in a legal sense, it is respect for the principles of international law and the rule of 
law. 
Mr. Vukadinoic stressed several times that harmonization does not mean pure 
copying of laws, but we should rather approach functional harmonization, which 
will, regardless of technique, bring about the adoption of regulations, and only by 
enforcement of these regulations, and not only their publishing in the Official 
Gazette of FRY or of the Republic of Serbia, we will realize what is compatible 
with the objectives of the European Union. The present activities concerning the 
harmonization of legislation are voluntary. The forthcoming harmonization will be 
fragmented since not all domestic laws will be subjected to harmonization, but 
only those which are directed toward attaining joint goals, whereby these goals 
will be formulated in the Stabilization and Association Agreement. Harmonization 
will be gradual in terms of its dynamics since not all laws will be harmonized at 
the same time, but priorities will be defined.  
The harmonization process in Yugoslavia is carried out within the project 
conducted by the Institute for Comparative Jurisprudence. Relevant regulations 
of the European Union and of our country have been registered, compared and 
both will be analyzed; the harmonization plan will be created afterwards. 
Mr. Vukadinovic pointed out the obstacles to future harmonization. To implement 
harmonization, we need a stable infrastructure, i.e. a stable state. The FRY is not 
a stable state, and in his opinion, the same will apply to the future Union of 
Serbia and Montenegro, owing to the necessity of simultaneous harmonization, 
both internal (between the two republics) and external. As for necessary 
infrastructure, it partially refers to the justice system which should be stable, 
independent and educated. Ms. Vukadinovic pointed out that Serbia and 
Montenegro will set up a joint market which was achieved by the countries of the 
European Communities as early as in 1957. Also, the joint judiciary of 
Montenegro and Serbia will hardly have prerogatives to give interpretation of 
local regulations that have undergone harmonization. In Mr. Vukadinovic’s 
opinion, it is not enough to know the laws formally, it is more important to be 
familiar with the spirit of these laws, which is contained in court rulings.  
 
A Democratic Systems Reduce the Chances of Future Conflicts in the 
Balkans 
 
Predrag Simic, adviser for foreign affairs to the President of FRY and professor 
at the Faculty of Political Sciences in Belgrade pointed to the fact that during the 
last ten years the Balkans has not come closer to Europe, but that Europe has 
come closer to the Balkans. A democratic system was established in all countries 
in the region, which almost entirely reduced the chances for some future conflicts 
on the territory of the Western Balkans. In the late 1990s the European Union 
developed two fundamental instruments in order to accelerate the European 
integration on the Balkans: the Stabilization and Association Agreement and the 
Pact for Stability. The closeness of Europe to the territory of the former 
Yugoslavia was felt, not only in terms of settling the conflicts in the south of 
Serbia, but also in the reaction to dissatisfactory cooperation with the Hague 
Tribunal, which would have resulted in new sanctions, not so long ago. 
However, Mr. Simic underlined that we must not forget the consequences of 
European integration. He mentioned the example of Greece which entered the 
European Community in 1981, with a consequence drop in Yugoslav exports of 
meat to this country, from 30,000 t to only 3,000 t a year. The introduction of the 
Shengen regime in Hungary will have similar consequence, as it will practically 
sever Corridor X. 
In Mr. Simic’s opinion, there are two Balkans. The term Western Balkans 
encompass the countries of former Yugoslavia, excluding Slovenia and including 
Albania. During the Cold War, the Balkans were divided, and the consequences 
of that division are still visible today. Thus, although today we have a political 
infrastructure between, for example, Bulgaria and Yugoslavia, we do not have a 
physical infrastructure. On the other hand, in the Dayton triangle there is an 
excellent physical infrastructure (it takes two hours to get from Belgrade to 
Zagreb), but there is no political infrastructure. The degree of regional 
cooperation in the Balkans can be described with the level of trade between 
these countries, which is lower than expected. 
The problem is also the political situation in Serbia. Executive authority still 
dominates over judicial and legislative authority, which opens the crises of the 
legitimacy of the Parliament. Mr. Simic therefore expects the European Union to 
impose pressure for this problem to be resolved, since it was one of the reasons 
behind the failure of the presidential elections. The judiciary is dysfunctional 
since it is a product of the old one-party system. 
Besides the political reality in Serbia, another problem refers to the shape of the 
future joint state. The European Union succeeded in finding a common 
denominator for Serbia and Montenegro, by offering them faster accession to the 
EU, providing they remain in the joint state. The plan was to have only one 
harmonization, i.e. external harmonization, and each regulation will be outlined in 
the new state, implying that we will have two processes, external and internal. 
Mr. Simic expressed pessimism with regard to the functioning of new state, 
comparing the Parliament of the new state with the SFRY Parliament after 1974, 
and its well-known failures. The Government will be constituted according to the 
Swiss model, the functions of president and prime minister will be embodied in 
one person, and there will be five ministries. The state union will not have joint a 
Ministry of the Interior, which is important for contacts with the Interpol and 
Europol. 
In conclusion, Mr. Simic warned that it will be very dangerous to introduce the 
term of three years into negotiations on stabilization and association as the three-
year period is mentioned in the context of validity of the Constitutional Charter 
and Resolution 1244. Introducing these three years in negotiations would 
increase the danger of a scenario in which Serbia itself could start disintegration 
somewhere about 2004-2005. 
 
The Experiences of Slovenia in the Process of Association with the 
European Union 
 
Miro Prek, State Undersecretary of the Republic of Slovenia explained that 
officials in Slovenia had similar dilemmas as those present in Serbia today, and 
some of these dilemmas are still present. There is a range of problems relating to 
harmonization, among which the most frequently mentioned problem is that of 
the right of foreigners to possess real estate in Slovenia. Slovenian legislation in 
many areas complies with the requirements of the European Union, but some 
other areas need amendments, such as private law. Slovenian Parliament has 
recently adopted the Contract Law. The principal institutions, for example, of civil 
procedure, criminal procedure, appeals and administrative proceedings are 
maintained. The quality of legislation in Slovenia even dropped with the 
introduction of new laws, since what was achieved by certain countries in 50 
years, Slovenia had to complete in 4-5 years. Human resources, know-how and 
information were lacking, although political will was not. Slovenia also needs to 
change its Constitution to meet the requirements. The EU provision which 
transfers the right of sovereignty to one super-national organization should be 
added. In Mr. Prek’s opinion, this step is hardly acceptable, from a purely legal 
perspective. Once the amendment to the Constitution is adopted, the referendum 
will be called, and if its outcome is successful, the change will be ratified.  
Mr. Plek dedicated a large portion of his statement to the problem of 
coordination. Coordination is institutionalized in the Office for European Issues, 
and six ministries were gathered in a European Department. It is necessary to 
have ministries with trained staff, documents, information, and all of them must 
be coordinated from one center which is well informed. Slovenia relied on local 
experts which are familiar with local conditions, the history, and situation, but 
foreign experts have always been welcome. 
However, although it is certain that integration will bring about more benefits than 
costs, the problem is that costs are felt immediately, while benefits follow slowly. 
Integration brought about a 2% annual growth in the budget, and additional 2000 
employees in the state administration. With the passage of time, the public has 
become more aware of the problems of integration, with growing fears of losing 
cultural and linguistic identity and becoming second class citizens. 
 
Yugoslavia Takes Part in Numerous Regional Initiatives 
 
Dusko Lopandic, from the Federal Ministry of the Interior stressed that lately 
there has been an overflow of regional initiatives, and today we have about ten 
“top-down” regional initiatives active. These initiatives were initiated by foreign 
actors, they are very flexible, of an informal character and are complementary to 
European integration. Because of the way they disappeared, there is an absence 
of “regional ownership” over these initiatives. However, owing to them, the 
European Union is becoming a referential point for the region. 
In Mr. Lopandic’s opinion, the Pact for Stability was set up very ambitiously, and 
this Herculean task could not be realized, since donors wanted to maintain 
control over funding. Hence the Pact refocused on achieving trade liberalization 
in this year, through the network of bilateral agreements on free trade. The Pact 
contributes to coordination through its new body, i.e. an informal consultative 
committee, which is joined by, besides the representatives of the European 
Union and the Pact for Stability, by regional representative in the capacity of 
special representative of a country which chairs the process of cooperation in 
Southeastern Europe. Present chairman is Yugoslavia, and hence our 
representative holds a seat in that Committee. Since the Pact could not 
coordinate all initiatives, it transformed into a complementary initiative of the 
stabilization and association process. 
Mr. Lopandic believes that the main issue is the relation between the bilateral 
and multilateral approaches. The integration process, on one hand, contains an 
inclusive approach, which is multilateral and regional; on the other hand, 
however, it contains an exclusive approach, with the policy of conditioning and 
differentiation between countries, which incites mutual competition. At some 
points, this competition prevents them from progressing towards mutual 
cooperation. In the European Union, there is an emerging idea aimed at 
strengthening a multilateral approach through wider inclusion of the Pact for the 
programs of financial aid to the region and through the restoration of the Zagreb 
process. 
In conclusion, Mr. Lopandic discussed the idea of a joint market of Serbia and 
Montenegro. The Belgrade Agreement does not regulate economic relations, and 
the European Commission is trying to fill this gap through a so-called action plan. 
Mr. Lopandic underlined that, and although Mr. Solana did not mention explicitly 
the customs union, the EU will not start negotiations before this state becomes a 
customs union.  
 
Harmonization of Legislation in the Area of Environmental Protection 
 
Vuk Vukasovic from the Institute for International Policy and the Economy 
discussed harmonization in the area of environmental protection. Old Yugoslavia 
already had regulations which were in compliance with EU regulations, because 
the source of environmental legislation is a general international law on the 
ecology. Countries in the region share natural resources (e.g. the Danube), and 
for the sake of its protection it is necessary that all countries harmonize their 
legislation. One of the motives for harmonization in this area is that one of 
conditions for the beginning of negotiations is harmonization of laws on 
environmental protection. 
Although it is not compulsory, the Draft Law on Environmental Protection 
incorporated about 30 EU Directives. Serbia does not have a coordination 
mechanism of the sort that Croatia has, where deputies consult with regard to 
such laws and it is a question what amendments the deputies of the Republic’s 
Parliament will introduce. 
Mr. Vukasovic stressed that in order to increase exports in the EU, it is necessary 
to adopt laws which provide for ecological standards of products for their easier 
sale on the EU market. 
 
The Need To Realize Social Dialogue and To Reach Political Consensus 
 
Miodrag Vujosevic from the Institute for Architecture and Urbanism of Serbia 
stressed during the discussion that the European Union does not pay sufficient 
attention to social dialogue and to definition of a new policy / planning of 
development in former socialist countries. In the last ten years the European 
Union resurrected its interest in the planning / policy of strategic development. 
In the area of landscape development, as Mr. Vujosevic explained, the European 
Commission adopted ESPG in 1999, which is a so-called “umbrella document” 
that is implemented through a range of separate initiatives and through macro-
regional programs. Since an anti-planning attitude dominates in our society, Mr. 
Vujosevic recommends that the authorities set up a national institution for the 
planning/ policy of sustainable development as well as organize a “coalition for 
the planning/ policy of development”, whereby decisions should be followed by 
reliable argumentation. To realize political dialogue and to achieve political 
consensus on directions and contents of reforms, it is decisive to make a radical 
shift toward so-called non-manipulative persuasion (with independent expertise 
and professionalism as the most important mechanism of creating a qualified 
public). 
Mr. Vujosevic observed that in our country there are plenty of distortions in the 
triangle power-knowledge- action, and explained that they can be removed by 
education of managers and by letting legislators, apart from providing conditions 
for real democratization and decentralization, to set up institutional arrangements 
which allow progress towards better forms of power. 
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ACCELERATED REAL GROWTH IN PRODUCTION AND SERVICES 
ATTENDED BY LEGALIZATION OF THE GRAY ECONOMY AND 
WORRISOME GROWTH OF REGISTERED UNEMPLOYMENT 
 
Prices 
 
Retail prices in Serbia  (without Kosovo and Metohija) in November were up by 
2% month-on-month, or by 13.9% relative to December 2001. Almost all groups 
of products registered growth in prices in November, except for the price of 
industrial food products, which were down by 0.1% compared to the previous 
month and, year-to-year, increased by as little as 0.8%. However, the 
comparison of cumulative average growth in prices of industrial food products, 
measured by the ratio of the first eleven months of this year to the same period 
last year, indicate growth of 10.4% in this group of products.  
Analysis of trends of other prices by groups of products shows that the increase 
in retail prices in November mainly resulted from the seasonal growth in the price 
of agricultural products, which grew at the same rate over the last three months. 
The growth in prices of industrial products was mostly contributed to by 
increased prices of tobacco. The prices of services in November continued to 
grow at a faster pace than the prices of goods (4.3% growth month-on-month, or 
27.4% relative to December 2001).   
Industrial producer prices in November rose by 0.1% on average. The prices of 
capital and intermediate goods stagnated in November, while the prices of 
consumer goods being up by 0.2%. However, with regard to last year’s average, 
industrial producer prices increased by as much as 22.3%. 
According to the data from September, agricultural producer prices within the 
agriculture and fishery sector rose by 0.2% on average. Prices in this sector 
increased by 6%, compared to last year’s average, but relative to September 
2001, they dropped by 1.8%. 
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The prices of catering services in October registered growth by 0.3% month-on-
month, or by 13.0% relative to December 2001. Especially high growth in 
November, compared with December 2001, was registered in accommodation 
prices (49.3%), which highly exceed growth of food prices (4.9%) in this sector. 
Consumer prices in November were up by 1.4% month-on-month, or by 11.9% 
relative to December 2001. The growth in consumer prices in November was 
largely due to the increase in the price of transport services and housing costs. 
The comparison of average dynamics of growth in the prices of housing in the 
period January – November to December 2001 indicates significant growth of 
42.7% in these prices. With regard to the ranking of price growth in other groups 
comprising consumer prices, increased housing costs are followed by growth in 
the prices of education services and transportation equipment and services, 
tobacco, and beverages, and clothes and footwear, while the prices of hygiene 
items and health services had much slower dynamics. Consumer prices of food 
in November were up by as little as 0.4% relative to December 2001. 
The countries of Central and Eastern Europe, in their first years of transition, 
underwent the process of adjustment of prices which were under administrative 
control, with the aim of establishing overall economic balance and stability of 
national currencies. We selected the dynamics of growth in prices in Croatia and 
Slovenia for comparative presentation of retail price trends in Serbia. The 
dynamics of monthly growth of retail prices in Serbia in 2002 were not marked by 
any significant variations, except for the rise in July which resulted from the 
increase in the price of electricity. Until November, including July, the growth rate 
in retail prices in Serbia was 1.2% on average per month. The inflation rate in 
Croatia last year was the lowest by comparison with countries in transition. 
Besides Croatia, the Czech Republic and Bulgaria are also transition countries 
with the lowest inflation rates achieved last and this year, while Slovenia has a 
much higher inflation rate. Thus, Croatia registered a total inflation rate of 4.9% in 
2001 (the 2001 average, compared to 2000), while in Slovenia it was 8.4%. 
Everything previously advanced leads us to the conclusion that rapid and short-
term liberalization of prices in Serbia (excluding electricity prices and the prices 
of services) had positive and stabilizing effects on inflation trends. After one year 
of reforms, the monthly retail prices growth rate in Serbia is nearly on par with 
monthly retail prices growth rates in selected countries in transition (see Chart). 
 
Wages and Pensions 
 
The average nominal net wage in Serbia in October was YuD 10,044, which is up 
by 3.8% month-on-month, while the average nominal gross wage was YuD 
14,439. The average net wage in the period January – October was YuD 8,877 
and the nominal gross wage in the same period averaged YuD 12.785. 
With regard to the growth in consumer prices by 1.3% in October month-on-
month, the average net wage was up by 2.5% in real terms relative to the 
previous month. The consumer price index in October 2002 was up by 11.4% 
year-to-year, thus generating real growth in the average net wage by 21.71%. 
The CPI in October increased by 10.3% relative to December 2001, and 
consequently, the growth of net wages in real terms in October averaged 7.7%, 
compared to December 2001. 
The ratio of the value of the consumer basket to the nominal net wage in October 
2002 was 1.2, which remains unchanged since July 2002. The total consumer 
basket for a four-member family in October was valued at YuD 11,912.4, being 
up by 2.12% relative to September. 
Nominal net wage in the economy in October was YuD 9,567, while in non-
economic activities it was slightly higher, amounting to YuD 11,449. Net wages in 
October increased by 2.68% in real terms month-on-month in the economy and 
by 1.83% in the non-economic sectors. 
With regard to sectors, the highest average nominal net wage in October is still 
paid out in the sector of financial mediation (YuD 19.327), while the sector of 
hotels and restaurants reported the smallest net wage (YuD 7,367). 
Net wage in the sector of health services and social work in October amounted to 
YuD 11,344, which exceeded the average net wage at the level of the Republic 
by 12.9%, while net wage in the education sector was YuD 9,925, being by 1.2% 
lower than the Republic average. 
As far as individual industries are concerned, the lowest net wage was paid out in 
the manufacture of leather and leather products (YuD 1,740), renting of 
machines and equipment (YuD 3,396), the manufacture of wood and wood and 
cork products (YuD 3,843) and the manufacture of textile (YuD 3,993), which is 
by about 70% lower on average than the average net wage in the Republic.  
The average pension paid out in November by the Old Age Pension and 
Disability Fund of the Employed was YuD 6,777, and comprised the second 
portion of the August pension and the first portion of the September pension. It 
nominally remained at the level of the average pension paid out in October. 
Due to the month-on-month rise of CPI in November, the average pension paid 
out this month was down by 1.3% in real terms. Compared to the average 
pension paid out in December 2001, the average pension paid out in November 
this year in the Republic of Serbia was nominally lower by 1.6%, or by 12.1% in 
real terms. 
New methodology of adjustment of pension trends brought about a significant 
drop in the ratio of average wage and average paid out pension from 0.81 in 
December 2001 to 0.67 in October 2002. 
The data on the ratio of average pension to the value of the statistical consumer 
basket per household member indicates that the standards of living of pensioners 
has not changed considerably over the same period. It can be said that in the 
period January – October 2002, the average paid out pension covered, on 
average, 44% of the costs of food and beverages comprised by the consumer’s 
basket. 
 
Labor Market 
 
Total employment on the territory of Serbia without Kosovo and Metohija in 
October 2002 was estimated at 2,070 thousand persons, out of which 69% are 
employed in the former socially-owned sector, 19% in small private shops and 
12% in small-sized enterprises. 
According to the data of the Republic’s Bureau for Informatics and Statistics, the 
former socially-owned sector employed 1,422,525 persons in October 2002, and 
for the first time since the beginning of 2002 it registered a month-on-month 
growth by 8.75%. Nevertheless, employment in the socially-owned sector in 
October 2002 dropped by 7.33% year-to-year. 
In October 2002, 401,395 persons were employed in small private shops, which 
is up by 6.1% relative to March. According to the data of the Federal Statistics 
Bureau, employment in small-sized enterprises in March 2002 increased by 
11.6% relative to September 2001. Assuming that similar growth was registered 
in the period April – September 2002, the number of employees in small-sized 
enterprises in October is estimated at 246,406 persons. 
The data of the Republic’s Bureau for Labor the Market shows that 
unemployment in October amounted to 891,882 persons, which is up by 14.5% 
year-to-year. At the end of November, however, the number of unemployed, 
according to the Bureau, reached the figure of 902,310 persons. Accordingly, the 
unemployment rise in the period January – November 2002 amounts to 121,769 
persons. 
Such a high increase in the number of unemployed in the previous eleven 
months seems not very likely. According to the results of the Poll on the Labor 
Market which was conducted in October 20011, there were 3,538,275 
economically active citizens older than 15 in Serbia w/o Kosovo and Metohija, i.e. 
0.54% more than the previous year. Assuming that the economically active 
population in Serbia grew even by as much as 1.0% in 2002 year-to-year (almost 
twice as fast), this figure would amount to about 3,573,658 persons. Then, 
assuming the same number of farmers as in 2001 (529,436 persons), active 
supporting members (170,398 persons) and other active citizens (30,569 
persons), coupled with the total number of employed, which is 2,070,326, the 
total number of economically active population in Serbia in October 2002 would 
                                                 
1 The Poll on the Labor Force is conducted in October on an annual basis by the Federal Bureau of 
Statistics.  
amount to about 3,692,611 persons, but in November this figure reached 
3,703,039 persons, which is more than the number of economically active people 
over age 15 living in Serbia. 
Everything previously advanced raises the question of reliability of registers of 
the unemployed kept by the Labor Market Bureau, especially since the public has 
no information of any large-scale lay-offs during the year 2002. The total number 
of unemployment benefits recipients in August 2002 (the latest available data) 
was 75,155, out of whom 40,877 were registered as surplus labor. Furthermore, 
in the period January – October 2002, 321,973 persons initiated employment, of 
which 197,550 were persons registered at the Bureau, while 115,423 job 
initiations relate to fluctuations.  
The rise in unemployment as presented in the Bureau’s registers is frightening. In 
our opinion, the Ministry of Labor and Employment of the Republic of Serbia, 
considering its authority in the field of the implementation of social programs in 
the process of restructuring, should urgently ask for a comprehensive report on 
this problem by the Republic’s Bureau for the Labor Market 
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Production and Services 
 
Industrial output in FR Yugoslavia and in Serbia without Kosovo and Metohija 
in October was up by 10.0% month-on-month. Industrial output increased by 
5.2% in Central Serbia and by 19.0% in Vojvodina, while in Montenegro it 
rose by 9.5% compared to the previous month. Year-to-year, industrial 
production in Montenegro increased by 17.4% and in Serbia without Kosovo 
and Metohija by 4% (5.8% in Central Serbia and 1.1% in Vojvodina). 
Industrial production in Serbia without Kosovo and Metohija in the first ten 
months of this year increased by 1.9% compared to the same period last 
year, while in Montenegro it dropped by 0.6%. This confirms the forecast 
given by the G 17 Institute in June 2002 that industrial output in Serbia is 
expected to increase by about 2% year-to-year. 
With regard to individual sectors, all three of them registered growth in 
October month-to-month: mining and quarrying by 13.4%, manufacturing by 
8.6% and electricity, gas and water supply by 16.7%. Within the largest sector 
– manufacturing, the highest year-to-year growth in the first ten months of 
2002 was registered in the following industries: the manufacture of tobacco 
products (19%), the manufacture of coke and refined petroleum products 
(32%), the manufacture of radio, TV and communications equipment (180%) 
and the manufacture of transport equipment (15%). The manufacture of food 
and beverages registered a significant increase by 7.0%. 
The value of realized construction work in September 2002 was up by 24.1% 
in real terms relative to December 2002; it increased by 21.1% in real terms 
month-on-month or by as much as 91.8% year-to-year. 
Retail trade turnover in the socially-owned sector in Serbia without Kosovo 
and Metohija in October was up by 13% in current prices and by 12% in 
constant prices relative to September. Enterprises project retail trade turnover 
to increase by 4% in November. Retail stocks at the end of October were up 
by 5% relative to the month earlier. 
As far as wholesale trade is concerned, turnover increased by 6% in both 
constant and current prices in October month-to-month, while enterprises 
project wholesale turnover to increase by 1% in November. Stocks at the end 
of October were up by 5% relative to the month earlier. 
An upward trend in all catering industries continued this month. The value of 
catering turnover in September increase by 3% in real terms relative to 
August, while, considering the first nine months of 2002, it registered a real 
growth by 3.1% compared to the same period last year. The turnover in 
tourism, measured by the number of tourist nights rose by 10.9% in October 
month-on-month, while in the first nine months of 2002, it exceeded the 
number of tourist nights realized in the same period last year. 
Railway, highway and air transportation registered a growth in the number of 
realized ton kilometers in September month-on-month by 7.6%, 6.4% and 
30.9% respectively. In the first nine months of 2002, the realized number of 
ton kilometers by the railway in the first nine months of 2002 rose by 6.7% 
year-to-year. 
 
Foreign Trade  
 
According to preliminary data, commodity export of Serbia in October was 
valued at US$ 186 million, which is nominally up by 17.5% year-to-year. 
Imports continued to grow at a faster pace than exports in October, thus, the 
achieved commodity imports of US$ 507 million were nominally up 22.6% 
relative to the same month of the previous year. With regard to aggregate 
values of commodity imports and exports realized during this year, the value 
of exports was up by 19.6% and of imports by 26.7%, relative to the same 
period last year. Owing to this, the trade balance deficit for the first ten 
months of 2002 increased by 31% year-to-year, thus reaching US$ 2.8 billion. 
As far as the structure of foreign exchange is concerned according to 
Standard International Trade Classification (SMTK), it may be observed that 
Serbia’s exports were dominated by the division of fruits and vegetables. 
Exports in this group of products realized in the first ten months of 2002 were 
valued at US$ 15 million, which account for 9.3% of total commodity exports 
of Serbia. A significant year-to-year increase in export share was achieved in 
the division of cereals, which is understandable considering that the exports 
of the majority of agricultural product dropped last year due to the 2000 
draught. 
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On the other hand, the drop in production of clothes and footwear prompted a 
considerable decrease in exports of these products. Clothes, which constituted 
the dominant share in our exports structure last year, registered a drop in exports 
by 14% in the first ten months of this year, compared to the same period of 2001. 
Thus, these divisions dropped to second place in terms of participation in the 
value of total commodity exports, accounting for 7.7% in the period January – 
October. (in the same period last year, they constituted 10.8% of the total 
commodity exports realized in Serbia). A similar situation occurred with footwear, 
as the export value decreased by 15% year-to-year. A joint characteristic of 
these two industries is that they are both work-intensive, and that is why they are 
dominated by loan arrangements, rather than classic exports. For the same 
reason, direct foreign investments in these industries are rare. In the structure of 
Yugoslav exports in the period January – October (which can certainly apply to 
the exports of Serbia, as well), loan arrangements constitute as much as 84% of 
the value of clothes exports and 81% of footwear exports. Moreover, our country 
has not signed the Textile Agreement yet, and our exports face huge barriers 
when entering third markets. Even trade preferentials granted by the European 
Union, which to a great extent liberate commodity imports from the states 
encompassed by the Pact for Stability, do not relate to textile products. 
A similar problem is present in the meat processing industry, where, except for 
veal, there are no customs barriers for export to the EU markets, but there are 
very strict sanitary regulations and abattoirs have to be issued permits by a 
competent EU authority. This is among the main reasons for a drop in the 
exports of meat and meat products by over 1/3 in the first half of 2002 year-to-
year. However, the exports of these products significantly rose since August, 
which resulted in the increase of nominal value of exports of meat and meat 
products by 7% relative to the last year.  
 
Monetary and Fiscal Policy 
 
On the basis of the Communication no. 51 released by the Payment and 
Settlement Bureau, we prepared an analysis of the collection and distribution of 
public revenues relating to the payments made by the Republic of Serbia to 
budgets and funds. In line with seasonal projections2, total public revenues in 
November stagnated relative to October. However, public revenues nominally 
increased by 33.9%, or by 15.7% in real terms year-to-year. Total public 
revenues collected in the period January – November 2002 amount to YuD 455.4 
billion, which is up by 61.8% in nominal terms, or by 42.7% in real terms, 
compared to the same period last year. 
 
Table 1 
Public revenues in YuD million index In real terms 
Revenues of the budget and other users   
Sales tax   
Income tax   
Property tax   
Other taxes   
Fees   
Customs    
Other revenues of the budget and other 
users 
  
Special revenues of Federal budget and 
budgets of the Republics 
  
Revenues of social insurance 
organizations 
  
 
 
Table 2 
The structure of public revenues in %  
Revenues of the budget and other users 
Sales tax 
Income tax 
Property tax 
Other taxes 
Fees 
Customs  
Other revenues of the budget and other 
                                                 
2 Total public revenues in November 2001 were equal to the October collection.  
users 
Special revenues of Federal budget and 
budgets of the Republics 
Revenues of social insurance 
organizations 
 
The revenues of the budget and other users are increasing at a much slower 
pace compared with the revenues of social insurance organizations. However, 
the revenues of the budget (34.9%) in November were slightly higher than the 
revenues of social insurance organizations (32%) in the period January – 
November 2002 year-to-year: the revenues of the budget increased by 57.1%, 
and the revenues of social insurance organizations by 70.2%.  
 
CHART 
Money supply (M1), YuD million 
 
CHART 
The share of cash money supply in the total money supply (M1), in % 
 
A real year-to-year growth in public revenues by 42.7% in the period January -
November 2002 paved the road for a set of tax measures which are aimed at 
disburdening the economy. With the projected GDP growth by 4%, such increase 
in real public revenues may be explained by the increased share of the legal 
economy in the total economy. Owing to the adopted new tax measures that are 
in effect, we may expect further real growth in tax revenues through the 
continued process of legalization of the gray economy. 
The process of fiscal decentralization continued in the distribution of revenues of 
budgets and other users. The highest real year-to-year growth in the period 
January – November 2002 is reported in the regional budget (391%), the budgets 
of towns and municipalities (48.7%), and the budget of the Republic of Serbia 
(32.9%), while the smallest increase refers to the Federal budget (17.9%). 
Different growth rates in budget revenues are followed by structural changes in 
their distribution. 
Public revenue collection in November amounted to YuD 17.1 billion, which is up 
by 1.3% relative to October, or by 32% compared to the same month last year. 
The growth registered in November mainly resulted from the increase in health 
insurance revenues by 3.7%. The collection of unemployment insurance 
revenues dropped by 26.8%, but these constitute generally an irrelevant item in 
the structure of total revenues of social insurance organizations. The revenues of 
PIO funds increased by 1.9% month-on-month. 
Real collection (deflated by the growth in retail prices) of revenues of social 
insurance organizations was down by 0.7%, relative to October, but up by 14.1% 
compared to November 2001. 
After the 0.2% growth in October, money supply in November increased by a 
modest  0.25%. 
Cash money supply decreased by 4.7%, amounting to YuD 37.3 billion as of 
November 30.  
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CHART 
The number of months of exports that can be covered by foreign currency 
reserves 
1. NBY foreign currency reserves relative to the average three-month 
commodity imports value 
2. Total NBY foreign currency reserves relative to the average three-month 
commodity imports value 
 
 
The share of cash money supply was reduced from 33.7% in October to 32.1% in 
November. This is the lowest share of cash money supply in the total money 
supply since the Program of Monetary Reconstruction, implemented at the 
beginning of 1994. The conversion of former European currencies into the Euro 
brought about a sudden increase in cash money supply at the end of 2001, but 
over the past several months a downward trend has resumed. A further drop in 
the share of the cash money supply is expected to follow the development of 
payment operations with bank cards. The introduction of tax cash registers will 
also affect cash money operations. 
Interest rates in Serbia in October slightly increased month-on-month: active 
interest rates of commercial banks rose from 1.44% to 1.51%, while passive 
interest rates rose from 0.18% to 0.22% at a monthly level. Compared to October 
last year, active interest rates were by 41.5% lower, and passive, by 42.1%. The 
NBY discount rate remained unchanged. 
The NBY’s foreign currency reserves in November amounted to US$ 2,077.9 
million. The National Bank of Yugoslavia is capable of guaranteeing external 
solvency as it covers an average four-month value of commodity imports. 
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EU NEWS IN OCTOBER 
 
Institutional Reform 
 
On December 5, 2002, the EU Commission proposed far-reaching changes in 
European institutions and simplification of decision-making pertaining to the 
balance between the Parliament, the Council and the Commission. These three 
institutions represent the three sources of European legitimacy: the peoples, the 
Member States and general European interests, and therefore they are 
supposed to define political priorities on the basis of proposals placed by the 
Commission. The Commission proposes that legislative procedure be simplified 
and more efficient so that all community legal enactments, including those in the 
area of the judiciary and home affairs, are adopted with mutual agreement of the 
Parliament and the Council in the co-decision-making process, following the 
Commission’s proposal. As far as enforcement of community legislation is 
concerned, the system should be simplified and responsibility increased. The 
Commission should be in charge of the adoption of executive measures under 
the political control of the Parliament and the Council. Since national 
administrations of Member States remain in charge of the implementation of 
community policies and legislation, they should be consulted regarding the 
adoption of the most suitable approach. 
With regard to the modernization of community methods, it is supposed to enable 
efficient action in new strategic domains related to international politics, 
coordination of national economic policies, and the judiciary and home affairs. 
The role of the Council and the Commission in decision-making of Member 
States’ governments will be much more important due to the broadening of the 
right to initiative on the part of the Commission and improved efficiency of the 
decision-making process in the Council. The Parliament should also extend its 
role and strengthen cooperation with national parliaments. The setting up of a 
new position has been proposed, that of the Secretary of the Union within the 
Commission who will be in charge of foreign affairs. For the beginning, this 
authority will be executing the right to initiative of the Commission in the area of 
international politics following political orientation and authority of the Council. 
The Secretary will also represent the Union in foreign countries, with a separate 
administration at its disposal.  
The Commission proposes a special, strengthened mechanism for the 
coordination of national economic policies; it should represent the euro area in 
international financial and economic organizations in the future, with direct 
consultations with all partners.  
Finally, regarding the improvement of political responsibility, the Commission 
should be responsible both before the Council and the Parliament, which will be 
electing the president of the Commission, while the Council will select all other 
members and the Secretary of the Union on its own. The proposals also insist on 
political importance of European elections and the improvement of democratic 
life in the Union. In that respect, the Commission proposes establishment of 
trans-national election lists for a limited number of parliamentary seats. The 
European Parliament should also be assigned additional authority on budgetary 
issues. The text of the Communication can be found at the web site of the 
President of the Commission: http://europa.eu.int/prodi 
 
Immigration Policy 
 
On December 3, 2002, the Commission adopted the Communication on 
Integrating Immigration Issues With the EU’s Policy on Relations With Third 
Countries, which means that problems related to both legal and illegal migration 
need to be integrated into external policy and assistance programs of the EU. 
Migration is a major strategic priority for the EU which, carefully managed, can be 
a positive factor for development and success of both the Union and the 
countries concerned. The Commission adopted four fundamental principles in 
order to attain this goal. Primarily, the integration of migration problems into 
foreign policy of the Union should encourage third countries to cooperate, rather 
than to penalize those which are unwilling or unable to do so. A long-term priority 
of the Union is to address the root causes of immigration flows, with its 
developmental programs aiming at poverty eradication, institution and capacity 
building and conflict prevention.  
Furthermore, the Commission proposed that greater attention be paid to 
immigration problems within Regional and Country Strategic Papers which are 
the basis of the EU assistance programs to third countries. Finally, additional 
funding will be needed to provide specific and complementary support for the 
preparation and implementation of re-admission and repatriation agreements by 
third countries. Additional information on this Communication is available at the 
address: http://europa.eu.int/comm/justice_home/news/immigration/index_en.htm 
 
Cooperation in the Area of the Judiciary 
 
Since the EU Council adopted the decision to set up a “European Judicial 
Network On Civil And Commercial Matters” on May 28, 2001, the EU 
Commission has been working on its launching in close cooperation with all 
Member States. This network became operational on December 1, 2002. It relies 
on national contact points available to the national judicial authorities to help 
them resolve specific cases. Thus, they provide judges with information on 
foreign legislations and rulings which may apply to cases before them. The 
members of the network will have regular meetings, communicating mutually and 
with the Commission over a special web site.   
However, the network is not made up solely of the contact points, but also 
includes other members, thus bringing together under the same structure all 
Member States’ authorities which cooperate in civil and commercial matters. 
These other members of the network are invited to meet with the contact points 
once a year to exchange information and experience. They held their first 
meeting in Brussels on December 6, 2002. At this meeting, the public Internet 
site was presented to the members of the network. This easily accusable 
information system will give an overview of various legal systems in the field of 
civil and commercial law. The website will become operational at the beginning of 
2003 at the following address: http://europa.eu.int/comm/jusitce_home/ejn/ 
 
Energy Markets in the Balkans  
 
The European Commission strongly supports efforts towards the integration of 
energy markets in the Balkans, and in particular with regard to the initiative for 
setting up a regional electricity market. At the meeting in Athens on November 
15, 2002, energy ministers of Albania, Bosnia and Herzegovina, Bulgaria, 
Croatia, Yugoslavia, Macedonia, Greece and Romania, as well as the Special 
Representative of the Secretary General of the United Nations for Kosovo, 
signed the Memorandum on Understanding With Regard to the Establishment of 
the Regional Electricity Market In South East Europe and its integration into the 
EU internal electricity market. Italy, Hungary and Turkey signed the 
Memorandum in the capacity of observes, with other signatories being the EU 
Commission and the Stability Pact for Southeastern Europe. The regional market 
is an initiative which should bring about renovation and reconstruction of the 
Western Balkans electricity systems and integration of the Greek electricity 
market into the wider EU Internal Electricity Market. Among other things, it will 
foster mutual confidence among participants and eventually lead to regional 
institutions that are optimal for the operation of an integrated electricity system. In 
that respect, the Commission defined the stages that must be implemented in 
order to realize these initiatives.  All the participants agreed to adopt existing 
European legislation based on the principles set out in the Electricity Directive 
(96/92) and the new proposal of the Directive when it is adopted. 
As far as an implementation schedule is concerned, it was proposed that 
contracting states open their electricity markets by 2005, that regulatory bodies 
and transmission system operators be created by June 2003 and distribution 
system operators by 2005. The European Commission will propose similar 
agreements for the gas markets integration by June 2003. 
  
Corporations and the Market of Investment Services 
 
Report by the High-Level Group of Corporate Law Experts on a modern 
regulatory framework for corporate law in Europe, including corporate 
governance, was completed and submitted to the EU Commission on November 
4, 2002. The report contains detailed recommendations on corporate 
governance, capital formation and maintenance, pyramids and groups, corporate 
restructuring and mobility, the European Private Company, cooperatives and 
other forms of enterprises. The Commission will propose an action plan based on 
this report in early 2003. The report is available at the address 
http://europa.eu.int/comm/internal_market/fr/company 
On November 26, 2002, the EU Council adopted the most comprehensive 
antitrust reform undertaken since 1962, especially regulation no. 17. The new 
rules will come into effect on May 1, 2004. The fundamental feature of reform is a 
shift from the system of “authorization”, under which all agreements have to be 
submitted to the Commission in order to obtain antitrust approval, toward a 
system of directly applicable exception. This puts more responsibility in the 
hands of companies which will need to ensure on their own that their agreements 
do not hinder competition or, in cases where they do, that these restrictions 
qualify under Article 81 (3). On the other hand, the new system ends 
unnecessary bureaucratic and legal costs for companies which presented a 
considerable burden. Moreover, making provisions of Article 81 (3) directly 
applicable will enable the Commission, national competition authorities and 
national courts to enforce jointly all the rules governing restrictive practices. With 
regard to merger control, the Mergers of Community Dimension as defined in the 
applicable Merger Regulation must still be submitted to the Commission prior to 
their implementation. 
On November 20, 2002, the European Parliament adopted a new Directive on 
financial conglomerates. The Directive will enhance the prudential soundness 
and effective supervision of financial conglomerates - large financial groups 
active in different financial sectors, often across borders. The Directive sets out 
several new requirements: concerning, first of all, solvency, in particular to 
prevent the same capital being used more than once as a buffer against risk in 
different entities in the same conglomerate ('multiple gearing of capital') and to 
prevent "downstreaming" by parent companies, whereby they issue debt and 
then use the proceeds as equity for their regulated subsidiaries ('excessive 
leveraging'). Furthermore, it aims at ensuring that the concentration of risk at 
group level, and transactions between entities in the same conglomerate, are 
appropriate With regard to suitability and professionalism of the conglomerate’s 
management, new requirements were introduced especially in order to ensure 
appropriate risk management and internal control systems within the 
conglomerate. The Directive also stipulates that a single supervisory authority 
should be appointed to coordinate the overall supervision of a conglomerate. 
Moreover, the Directive amends some existing rules for homogeneous financial 
groups (banking groups, insurance groups, investment firm groups) in order to 
achieve more coherence between the different supervisory regimes for such 
groups and for financial conglomerates. 
On November 19, 2002, the Commission presented the proposal for a new 
Directive on investment services and regulated markets, aiming to overhaul 
existing legislation in response to the far-reaching structural changes in EU 
financial markets over the last decade. This proposal would increase 
harmonization of national rules and meet two key prerequisites for the completion 
of the internal market in financial services. The Commission’s proposal seeks to 
clarify and expand the list of financial instruments that may be traded on 
regulated markets and between investment companies. The proposal broadens 
the range of investment services for which the authorization is required under the 
Directive, and clarifies the ancillary services which investment companies can 
provide. Namely, financial services and research, when undertaken in 
conjunction with core investment services, are strictly defined as ancillary 
services and are subject to the Directive’s provisions regarding conflicts of 
interest and business conduct. The Directive will update and harmonize the 
regulatory conditions with which an investment company complies at the time of 
initial authorization and thereafter. It will reinforce discipline that investment 
companies must respect when acting on behalf of their clients in order to execute 
orders in a way that provides best value for the client. Finally, additional 
measures are introduced with regard to transparency in work and provision of 
correct information to clients. 
 
ECONOMIC NEWS 
The EU Commission’s Economic Forecasts 2002 – 2004 for the Euro Area 
and the European Union 
 
The world economy has been slowly coming out of the recession. The world 
GDP growth rate is revised downward to 2.6% in 2002 and is expected to 
accelerate to 4% as late as in 2004. After a contraction in 2001, the first in 20 
years of uninterrupted growth, international trade is expected to grow at about 
2%, before accelerating to about 7% in 2004. 
After the decline in economic activity in the last quarter of last year, the recovery 
in the euro area started in the first quarter of this year, but is much slower than 
anticipated, with the average growth rate in the euro area in 2002 being 
estimated at 0.8%. The adjustment of the EU economy could have been faster 
had it been less rigid and more competitive, allowing for more flexible wage and 
price responses. The EU economy appears particularly vulnerable because of 
remaining rigidities in product, labor and capital markets which make it difficult to 
deal with shocks. 
Private consumption in the euro area is estimated to increase by only 0.6% this 
year and investment is expected to shrink one more year in almost all Member 
States. 
Business confidence declined, industrial production is still lower than a year ago, 
and retail trade is weak, suggesting that growth is expected to remain sluggish 
for another two quarters. The euro area economy should gain momentum by 
mid-2003, benefiting from an improved international environment and favorable 
monetary conditions. The average euro area GDP growth next year is expected 
to reach only 1.8%, which represents a downward tendency of 1.1 percentage 
points compared to the Commission’s forecasts at the beginning of 2002. 
However, the growth rate forecasted for 2003 can be achieved only through a 
return of confidence, a fall in oil prices and stable financial markets. If these 
projections come true and current uncertainties dissipate, the average growth 
rate in the EU can reach 2.7% in 2004. 
The mentioned rigidity of the EU economy is confirmed by the situation on the 
labor market. Despite a slowdown in economic recovery, employment creation is 
estimated to continue, albeit at a weak pace and the rise in the unemployment 
rate is likely to remain limited in 2002. The overall development in the euro area 
is in stark contrast to the US, which experienced employment decline in the last 
two years (2001 and 2002). The forecast euro area unemployment rate in 2003 is 
8.3%, which is only slightly higher than in 2002, although in some Member States 
(notably in the Netherlands and Portugal) the unemployment rate continues to 
increase more sharply. During 2002 and 2003 about one million jobs are 
expected to be created in net terms, but if growth accelerates, more than that 
number could be realized in 2004 alone. On the other hand, productivity of work 
is expected to remain low for another year in 2003, which means that, with 
limited unemployment, unit labor costs are expected to increase. This will put 
additional strain on corporate profitability and hinder the resumption of 
investment. 
High core inflation, coupled with increased prices of services, a rise in unit labor 
costs and high oil prices cause a slow decline in inflation. The inflation rate in 
2003 is projected at 2%, compared to 2.3% in 2002, but in 2004 it could fall 
bellow 2%, amounting to 1.8%. 
Due to a deteriorating economic situation and relaxed budgetary policy, the 
budget deficit for the euro area as a whole in 2002 is estimated to be 2.3% GDP 
(1.9% for the EU), with a slight increase of 2.1% GDP in 2003. For both years, 
this is an upward correction of budgetary deficit in the amount of 1% GDP 
relative to the forecasts of the European Commission at the beginning of 2002. 
More detailed information on the Commission’s economic forecasts for 2002-
2004 is available at web address: 
http://europa.eu.int/comm/economy_finance/publications/european_economy/for
ecasts_en.htm 
 
The Commission’s Economic Forecasts 2002 – 2004 For The Candidate 
Countries 
 
Countries–candidates for membership in the European Union on average have 
sustained solid growth despite a worsened international economic climate.  
The European Commission projects a GDP growth rate in all ten candidate 
countries in this year to be 2.1% (for candidate countries as a whole 2.9%), 
reaching 3.6% in 2003, and as much as 4.2% in 2004. The highest growth over 
the period under consideration would be achieved in Latvia (5.5% on average). 
Estonia, Hungary, Lithuania, Romania and Slovakia would reach growth of over 
4% on average in the same period. With the recovery of Turkey and Poland, the 
differences in GDP growth rates in candidate countries will decrease from 4.2 
percentage points in 2002 to 2.3 percentage points in 2004. 
The prospect of accession to the EU has a positive impact on economic 
performances of candidate countries, and such a trend will continue in 2003 and 
2004. Necessary structural reforms, the adoption of acquis and increase in 
administrative capacities increased economic efficiency and potential economic 
growth. Also, strengthened political and economic stability had a positive effect 
on confidence of local and foreign investors, which had reversible impact on the 
growth of local and foreign investments. However, these effects on the 
economies on candidate countries have been achieved gradually and such 
trends are likely to continue, which means, as the Commission projects, that 
candidate countries will not enjoy any unexpected accession dividends in 2004.  
As in 2001, domestic demand remains the main growth engine in most candidate 
countries. Demand growth rate in ten candidate countries in 2002 will amount to 
2.4%, while for all 13 candidate countries it will reach 3.4%. Domestic demand is 
expected to grow at the rate of 3.7% in 2003, i.e. 4.5% in 2004. The growth in 
domestic demand results from the increase in investments in the majority of 
countries, as well as from the continuation of the favorable financial situation of 
enterprises and some positive effects of accession to the EU in the near future. 
Private consumption, as the largest category of aggregate demand in all 
candidate countries (ranging from a little more than 50% of GDP in Slovenia to 
80% in Bulgaria) is expected to show fairly stable and robust growth in the period 
under consideration. 
In all candidate countries (except Turkey), trade and current account balances 
will remain negative over the forecasted period. Deficits in the balance of current 
accounts are expected to be particularly elevated in Estonia and Latvia, where 
domestic demand is particularly strong, as well as in the Slovak Republic, while 
Slovenia will have on average no current account deficit at all. But financing of 
these deficits has been sufficient, i.e. international capital flows to candidate 
countries have not been affected by the global weakness in equity markets. The 
financing of current account deficits by international capital is expected to 
continue without any strains, i.e. risk premia for candidate countries have not 
increased. Most candidate countries should continue to remain relatively 
sheltered from the financial markets’ sentiments on emerging markets by the 
substantial reforms they are undertaking, in view of their progressive integration 
in the single market and the prospect of EU membership in the near future. 
Economic growth will continue to be fuelled by considerably increased 
productivity levels in the economies. On aggregate for the candidate countries, 
labor productivity is expected to remain above 3% per year over the forecast 
horizon. Growth of employment will contribute less to GDP growth: in 2002 it is 
expected to shrink by another 0.7% in the acceding countries and by 0.2% in all 
candidate countries, before showing growth of around 0.7% and 1% in 2003 and 
2004. But more importantly, forecasts foresee no further decreases in 
employment for any country in 2003 and 2004, which could finally contribute to 
elimination of hidden unemployment in acceded countries, i.e. a smaller drop in 
the unemployment rate in the majority of candidate countries. Despite these 
improvements, in 2004, the unemployment rate in four candidate countries will 
still be over 15% (Bulgaria, Lithuania, Poland and Slovakia). 
A budgetary deficit is present in all candidate countries, but there are 
considerable differences regarding its amount. In Bulgaria, Estonia, Lithuania, 
Slovenia and Cyprus, the budgetary deficit in 2003 is projected under 2% GDP, 
with a possibility of changing into a surplus. In Poland, the deficit will remain 
relatively high, while in the Czech Republic, it is projected at above 6%, despite 
solid growth in the country. The Hungarian and Slovak deficits, fairly high in 
2002, are forecast to fall considerably by 2004. 
Despite solid growth in most candidate countries, inflation has come down 
impressively over the past years. After an inflation rate of 2.9% in 2002, it is 
forecast to reach 3.3% in 2003. In all acceding countries, annual consumer price 
growth should be below 8% by the end of 2002, and below 5.5% in 2004. 
Country-specific differences will be present, but they are expected to diminish 
over time. Romania and Turkey will continue to show significantly higher inflation 
rates than the average in candidate countries. 
Detail report on the Commission’s forecast 2002 – 2004 for candidate countries 
is available at:  
http://europa.eu.int/comm/economy_finance/publications/enlargement_papers/el
p12_en.htm 
 
Single (Internal) Market – Ten Years Later 
 
According to surveys, European citizens and businesses recognize that the 
establishment of an internal market without frontiers (on December 31 1992) has 
brought them significant benefits, but they believe work on the single market 
should be continued in order for it to be really single. The survey encompassed 
7500 citizens and 5900 companies from all 15 Member States. 
As far as citizens are concerned, the survey reveals that they view the overall 
impact of the internal market on their daily lives as very positive. Two-thirds of 
them recognize that it is now easier to travel from one Member State to another; 
three-quarters of respondents welcome the increased competition which the 
internal market has introduced in a number of areas like transportation, 
telecommunications, banking or insurance services.  Citizens also believe that 
the internal market has been generally positive for consumers. 80% believe that 
the range of available products has increased, while 67% believe that the quality 
of products also improved. However, only 41% believe that prices have gone 
down. There are some possible explanations for the variation in perceptions 
between Member States of the internal market’s effect on prices, which are 
largely based on different starting positions of particular countries (cheap or 
expensive countries), stability and strength of national currencies or inflation 
rates. 
Respondents were also asked how well informed they think they are about the 
internal market. 61% of Austrian respondents believe themselves to be well or 
very well informed, as compared to only 38% of French and 33% of Italian 
respondents. However, when it came to actually being questioned about their 
rights, the French had the highest average score (61%), while the Greek (41%) 
and the British (47%) registered the lowest average score. 
Slightly over one half of respondents (53%) would certainly or probably consider 
going to another Member State to buy a product or a service because it is 
cheaper or better; this percentage is higher in Luxemburg (74%) and Great 
Britain (66%). As concerns those who responded negatively to this question, the 
majority pointed to travel costs, language problems or the time needed to do so 
as the main barriers.  Factors which policy makers can influence more easily, 
such as administrative costs, after-sales services or enforcement of consumer 
rights, are considered much less important. Respondents were also asked about 
moving to another Member State to study or work. Only 6% work or study in 
another state at present, while as much as 67% have never thought of it. 15% 
are thinking of moving in the future and a further 11% said that they had thought 
about it, but had given up the idea. The main reasons cited for giving up are 
family considerations and language barriers, followed by a lack of information 
and difficulties in finding an appropriate job. 
As far as companies are concerned, the survey shows that 46% of surveyed 
companies in the EU feel that the internal market has had a positive effect on 
their business, while 11% of them assess this effect as negative. The fact that 
four times more companies feel they have benefited from the internal market 
indicates that the overall effect of the internal market has been to open up new 
opportunities and to raise business standards. However, the fact that 42% of 
companies feel that it has had no impact shows that there is much work to be 
done not only in bringing down remaining barriers to the free movement of goods 
and services, but also in informing companies, particularly small and medium-
sized ones, of the cross-border opportunities that are opening up to them and in 
helping them to take advantage of this. 
There are significant variations between Member States regarding the positive 
and negative impacts of the internal market on business. Companies from 
smaller Member States assess the impact of the internal market as very positive 
– 69% of companies from Greece and Ireland, which is understandable because 
of the size of their markets. But, where bigger Member States with larger markets 
are concerned, only 26% from the UK have a positive opinion about the internal 
market, with 35% of companies from France and 42% form Germany, although, 
again, 68% companies from Italy assess the internal market as positive. 
The data which show the opinions of companies according to their size are also 
interesting. Thus, 44% of small, 55% of medium-sized and 67% of large 
companies rated the impact of the internal market on their business as positive. 
Also, from among all different kinds of companies, it is the exporting companies 
which benefited most from the internal market: 76% of companies exporting in 
more than five EU countries rated the impact of the internal market on their 
business as positive; over 60% of these companies said that it had contributed to 
their exporting success, while 37% of them believe that it has helped to increase 
their profit. 
As for how well informed companies are about the internal market, 42% of them 
said that they feel very well or well informed about the rights on the internal 
market. Companies from Luxemburg (69%), Denmark (62%) and Austria (61%) 
feel most confident regarding how informed they are, while the least confident 
are the companies from Germany (34%), the UK (40%) and Spain (40%). The 
lack of information may partly explain why relatively few German and British 
companies are positive about the impact of the internal market. 
In conclusion, 83% of smaller companies, 90% of medium-sized companies and 
more than 92% of larger companies in the EU believe that improving the 
functioning of the internal market should be a key priority for the EU in the future, 
which should ensure that they can do business throughout the internal market on 
the basis of one set of rules, not on 15; and to ensure fair competition and to 
align national tax systems as closely as possible.  
 
European Commission’s Proposal of Roadmaps to Help Bulgaria And 
Romania on Their Way to the EU Membership 
 
As it had proposed at the beginning of October in its Strategy Paper “ Towards 
the enlarged Union”, and as requested by the European Council in Brussels on 
October 24 – 25 2002, the European Commission presented roadmaps for 
Bulgaria and Romania to support the efforts of these two countries in joining the 
European Union in 2007. The roadmaps will be submitted to the Council of 
Ministers and to the European Council in Copenhagen on December 12 – 13. 
The roadmaps for Bulgaria and Romania cover the period up to accession and 
their purpose is to indicate in detail the main steps that they need to take to be 
ready for membership. They are based on the commitments made in the 
negotiations and on what needs to be done to fulfill the criteria for membership, 
namely, equality of treatment, own merits and differentiation of each candidate 
country, without introducing any new criteria or conditions.  
The roadmaps put particular emphasis on administrative and judicial capacities 
necessary to implement the acquis and on economic reform. Short and medium 
term goals are identified in the roadmaps and will be further developed, as well 
as the roadmaps themselves, which will be updated periodically in view of 
developments in these countries and progress in negotiations. 
In order to attain thus defined objectives, the Commission proposed a 
considerable and progressive increase in financial assistance for Bulgaria and 
Romania as of 2004. This increase will amount to an additional 20% in 2004, 
30% in 2005 and 40% in 2006, compared to the average assistance received by 
the two countries in the period 2001 – 2003.  However, this additional assistance 
will be dependant on making progress in line with the roadmaps and on 
improving significantly the capacity to manage and use funds effectively.  
Bulgaria and Romania already participate in a number of Community comities 
and agencies. The Commission proposed the same treatment to these countries 
after the signing of the Accession Treaties with ten acceding countries, i.e. 
Bulgaria and Romania should be given the possibility to further participate, 
whenever legally possible, as observes in all committees and agencies of the 
Union. 
Bulgaria and Romania have provisionally closed a considerable number of 
chapters on the basis of their own indicative date for membership of January 1, 
2007. It is particularly important for the candidate countries and the EU to monitor 
closely the implementation of these commitments. The Commission will therefore 
continue to issue Regular Reports until Bulgaria and Romania have fulfilled the 
criteria for accession. Future Regular Reports will include an assessment of the 
implementation of the roadmaps. 
 
Source: “Midday Express”, http://europa.eu.int/comm/press_room/index_en.htm 
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FRY: Main Economic Indicators
θ 2001 X 2002 X 2002 I-X 2002
θ 2000 IX 2002 X 2001 I-X 2001
GDP gross rate* 5.5% … … … ...
Industrial production 0.0% … 10.0% 4.7% 1.7%
     Montenegro -0.7% … 9.5% 17.4% -0.6%
     Serbia 0.1% … 10.0% 4.0% 1.9%
          Central Serbia -4.0% … 5.2% 5.8% 2.4%
          Vojvodina 9.2% … 19.0% 1.1% 0.7%
Average nominal net rate - Serbia, in YuD 125%** 10,044 3.8% 35.6% 18.8%
Nominal gross wage - Serbia, in YuD1 … 14,439 3.7% 35.6% 18.9%
Real growth in nominal net wage - Serbia, in %2 16.6%** … 2.5% 21.7% 7.7%
Ratio of consumer's basket to nominal net wage … 1.2 0.0% -25.9% -33.0%
Unemployment rate- Serbia, registered3 4.4% 30.1% -3.4% 11.0% 7.4%
Current account, in US$ million -87.1% … … … …
Trade balance, in US$ million -58.5% -342 -17.5% -24.8% -7.7%
Exports, in US$ million 10.5% 202 1.8% 17.3% 17.1%
     Montenegro 10.3% 16 125.4% 27.7% -5.4%
     Serbia 10.4% 186 -3.0% 17.5% 19.6%
Imports, in US$ million 30.3% 545 1.8% 22.0% 23.2%
     Montenegro 49.3% 37 -15.5% 22.7% 3.4%
     Serbia 27.9% 507 3.3% 22.6% 26.7%
Money supply (M1), in YuD million (end of period) 4 109.8% 116.16 0.2% 104.0% 114.3%
     Cash 103.4% 37.26 -4.7% 82.4% 130.7%
    Deposit 113.7% 76.76 2.2% … …
Real money supply, in DEM million (end of period) 94.1% 1,885.80 -0.6% 100.0% 112.2%
NBY hard curr. reserves in USD m (end of period)4 123.0% 2078 -0.2% 120.4% 91.9%
Discount rate - monthly level4 -26.65% 0.75% 0.0% -42.3% -62.9%
Market interest rate - monthly level 4 -18.40% 1.51% 4.9% -43.9% -53.1%
Retail prices - Serbia 4 91.8% … 2.0% 15.7% 20.0%
Consumer prices- Serbia 4 93.3% … 1.4% 12.3% 17.2%
Producer prices - Serbia 4 87.8% … 0.1% 6.0% 9.1%
Medium exchange rate (YuD/EUR) - average 4 16.5% 61.60 0.8% 2.0% 1.5%
*Preliminary figures
** According to the previous methodology.
***The figures refer to growth in wages in October 2002 relative to December 2001.    . 
1By the gross wage methodology applied as of June 1, 2001..
2Deflator is cost-of-living index.
3 he figures include the employed in socially-owned sector, private sector and SMEs
4 Figures refer to November .
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